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H.R. 22, THE POSTAL MODERNIZATION ACT
OF 1999

THURSDAY, FEBRUARY 11, 1999

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON THE POSTAL SERVICE,
COMMITTEE ON GOVERNMENT REFORM,
Washington, DC.

The subcommittee met, pursuant to notice, at 10 a.m., in room
2154, Rayburn House Office Building, Hon. John M. McHugh
(chairman of the subcommittee) presiding.

Present: Representatives McHugh, Gilman, LaTourette, Burton,
Fattah, and Davis of Illinois.

Staff present: Robert Taub, staff director; Heea Vazirani-Fales,
counsel; Abigail Hurowitz, clerk; Jane Hatcherson, legislative as-
sistant; Denise Wilson, minority professional staff member; and
Jean Gosa, minority administrative staff assistant.

Mr. McHuUGH. The Subcommittee on the Postal Service will come
to order. I would tell you this is the answer of my dreams. Every
night I wake up and dream I'm sitting here and Chairman Burton’s
down there. And it’s finally come true.

Let me welcome you here this morning to the first hearing of this
subcommittee for the 106th Congress. I am happy to note that,
with one exception, virtually all of the members of last year’s Con-
gress have remained on this subcommittee. Some cynics amongst
you might suggest that’s the legislative equivalent of life without
parole. I would suggest, however, that it is a tribute to the work
of this subcommittee and a tribute as well to the cooperative effort
that we, in my opinion, have enjoyed now for some time.

To say that the purpose of our meeting here this morning is well
stated would be an overstatement. If nothing else, the bill we're
considering this morning, H.R. 22, is mature. I will not bore all of
you with a recitation once again of what I feel are its main provi-
sions, if not its main attractions.

[The text of H.R. 22 follows:]
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106TH CONGRESS
1ST SESSION

H.R.22
To modernize the postal laws of the United States.

IN THE HOUSE OF REPRESENTATIVES
JANUARY 6, 1999

MR. McHuGH (for himself and Mr. BURTON of Indiana) introduced the following bill;
which was referred o the Committee on Government Reform, and in addition to
the Committee on the Judiciary, for a period to be subsequently determined by
the Speaker, in each case for consideration of such provisions as fall within the
jurisdiction of the committee concerned

A BILL

To modernize the postal laws of the United States,

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled,
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.,

(51} SHORT TITLE.—This Act may be cited as the “Postal Modernization Act of

(‘t;) TABLE OF CONTENTS.—The table of contents for this Act is as follows:

Sec. 1. Short title; table of contents.

TITLE I-REDESIGNATION OF THE BOARD OF GOVERNORS, THE
POSTMASTER GENERAL, AND THE POSTAL RATE COMMISSION

Sec. 101. Redesignation of the Board of Governors,

Sec. 102. Redesignation of the Postmaster General.
Sec. 103. Redesignation of the Postal Rate Commission.
Sec. 104, Other references.

»

TITLE [I-NEW SYSTEM RELATING TO POSTAL RATES, CLASSES, AND
SERVICES

Subtitle A—In General

Sec. 201. Establishment.

Sec. 202. Amendments to chapter 36. )

Sec. 203. Postal Service Competitive Products Fund.
Sec. 204. USPS Corporation.

Sec. 205. Postal and nonpostal products.

Subtitle B—Related Provisions

Sec. 211. Authority for Postal Regulatory Commission to issue subpoenas.

Sec; 212. Qualification requirements for Commissioners and Directors.

Sec. 213. Appropriations for the Commission.

Sec. 214. Change-of-address order involving a commercial mail receiving agency.
Sec. 215. Rates for mail under former section 4358.

ey



Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
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2

TITLE III—-GENERAL AUTHORITY

301. Rulemaking authority.

302. General duties.

303. Employment of postal police officers,

304. Date of postmark to be treated as date of appeal in connection with the
closing or consolidation of post offices.

305. Unfair competition prohibited.

306. International postal arrangements.

307. Suits by and against the Postal Service.

TITLE IV—-MISCELLANEQUS PROVISIONS RELATING TO THE BUDGET AND

Sec.

Sec.

APPROPRIATIONS PROCESS

401. Provisions relating to benefits under chapter 81 of title 5, United States
Code, for officers and employees of the former Post Office Department.
402. Technical and conforming amendments.

TITLE V—PROVISIONS RELATING TO TRANSPORTATION, CARRIAGE, OR

Sec,
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.

Sec.
Sec.

Sec.
Sec.

Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.
Sec.

SEC.

DELIVERY OF MAIL

501. Obsolete provisions.

502. Expanded contracting authority.
503. Private carriage of letters.

504. Repeal of section 5403.

TITLE VI—STUDIES

601. Employes-management relations.

602. Recommendations on universal postal services.

803, Study on equal application of laws to competitive products.

604. Greater diversity in Postal Service executive and administrative schedule
management positions.

605. Plan for assisting displaced workers.

606. Contracts with women, minorities, and small businesses.

TITLE VII-—INSPECTORS GENERAL

701. Inspector General of the Postal Regulatory Commission.
702. Inspector General of the United States Postal Service to be appointed by
the President.

TITLE VIII—LAW ENFORCEMENT

Subtitle A—Amendments to Title 39, United States Code

801. Make Federal assault statutes applicable to postal contract employees,
802. Sexually oriented advertising.

803. Allow Postal Service to retain asset forfeiture recoveries.

804. Hazardous matter.

Subtitle B—Other Provisions

811. Stalking Federal officers and employees.

812. Nonmailability of controlled substances.

813. Enhanced penalties.

814. Postal burglary provisions.

815. Mail, money, or other property of the United States.

TITLE I-REDESIGNATION OF THE BOARD OF GOVERNORS, THE
POSTMASTER GENERAL, AND THE POSTAL RATE COMMISSION

101. REDESIGNATION OF THE BOARD OF GOVERNORS.
(a) AMENDMENTS TC TITLE 39, UNITED STATES CODE—Title 39, United States

Code, is amended—

{1) in sections 102, 202, 204, 205, 402, 414, 1005, 3604, 3621, 3623, 3624,
3625, 3628, 3641, and 3684, in the analysis for chapter 2 (in the items relating
to sections 202 and 205, respectively), and in the analysis for chapter 36 (in the
item relating to section 3625) by striking “Governors” each place it appears and
inserting “Directors”; and
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(2) in sections 202, 205, and 1002 by striking “Governor” each place it ap-
pears and inserting “Director”.

(b) AMENDMENT TO THE FEDERAL SALARY ACT OF 1967.—Section 225(f)(E) of the
Federal Salary Act of 1967 (2 U.S.C. 356(E)) is amended by striking “Governors of
the Board of Governors of the United States Postal Service” and inserting “Directors
of the Board of Directors of the United States Postal Service”.

{c) AMENDMENTS TO TITLE 5, UNITED STATES CODE.Tifle §, United States
Code, is amended in sections 8344{e) and 8468(c) by striking “Governor of the Board
of Governors of the United States Postal Service” and inserting “Director of the
Board of Directors of the United States Postal Service”.

(d) AMENDMENTS TO THE ETHICS IN GOVERNMENT ACT OF 1978.—The Ethics in
Government Act of 1978 (5 U.S.C. App.) is amended—

(1) in section 101(f)}6) by striking “Governor of the Board of Governors of
the United States Postal Service” and inserting “Director of the Board of Direc-
tors of the United States Postal Service”; and

{2} in sections 103(c) and 106(b)6) by striking “Governors of the Board of
Governors of the United States Postal Service” and inserting “Directors of the
Board of Directors of the United States Postal Service”.

() AMENDMENTS TO TITLE 18, UNITED STATES CODE.-—Title 18, United States
Code, is amended in sections 1735 and 3061 by striking “Governors” each place it
appears and inserting “Directors”.

SEC. 102. REDESIGNATION OF THE POSTMASTER GENERAL.

{a) AMENDMENTS TO TITLE 39, UNITED STATES CODE—Section 102 of title 39,
United States Code, is amended by striking “and” at the end of paragraﬂh (3), by
striking the period at the end of paragraph (4) and inserting “; and”, and by adding
at the end the following:

“(5) ‘Postmaster General’ means the Postmaster General and Chief Execu-
ti{yehofﬁcler of the United States Postal Service appointed under section 202(a)
of this title.”.

{b) AMENDMENTS TO THE ETHICS IN GOVERNMENT ACT OF 1978.—The Ethics in
Government Act of 1978 (6 U.S.C. App.) is amended in sections 101(f)(6), 103(c), and
106(b)(6) by striking “Postmaster General” and inserting “Postmaster General and
Chief Executive Officer of the United States Postal Service”.

{¢) AMENDMENTS TO TITLE 18, UNITED STATES CobDR.~—~Title 18, United States
Code, is amended in sections 501, 1703, 1704, and 1709 by striking “Postmaster
General” each place it appears and inserting “Postmaster General and Chief Execu-
tive Officer of the United States Postal Service”.

SEC. 103. REDESIGNATION OF THE POSTAL RATE COMMISSION.

(a) AMENDMENTS TO TITLE 39, UNITED STATES CODE.—Title 39, United States
Code, is amended in sections 404, 1001, 1002, 2003, 3601, 3602, 3603, 3604, 3622,
3623, 3624, 3625, 3628, 3641, and 3661, in the analysis for chapter 36 (in the item
relating to subchapter I), and in the heading for subchapter I of chapter 36 by strik-
ing “Postal Rate Commission” each place it appears and inserting “Postal Regu-
latory Commission”.

(b) AmeENDMENTS TO TITLE 5, UNITED STATES CODE.--Title 5, United States
Code, is amended in sections 104(1), 306(f), 2104(b), 3371(3), 5314 (in the item relat-
ing to Chairman, Postal Rate Commission), 5315 (in the item relating to Members,
Postal Rate Commission), 8514(a)5)XB), 7342(a)(1)A), 7511a)(1XB)ii), 8402(cX1),
8423(b){(1)(B), and 8474(c)(4) by striking “Postal Rate Commission” and inserting
“Postal Regulatory Commission”.

(¢) AMENDMENT TO THE ETHICS IN GOVERNMENT ACT OF 1978.—Bection 101(f)}(6)
of the Ethics in Government Act of 1978 (6 U.S.C. App.) is amended by striking
“Postal Rate Commission” and inserting “Postal Regulatory Commission”.

(d) AMENDMENT TO THE REHABILITATION ACT OF 1973.—Section 501(b) of the
Rehabilitation Act of 1973 (29 U.S.C. 791(b)) is amended by striking “Postal Rate
Office” and inserting “Postal Regulatory Commission”.

(e) AMENDMENT 10 TITLE 44, UNITED STATES CODE.—Section 3502(5) of title 44,
United States Code, is amended by striking “Postal Rate Commission” and inserting
“Postal Regulatory Commissien”.

SEC. 104. OTHER REFERENCES.

(a) BOARD OF (GOVERNORS, ETC.—Whenever reference is made in any provision
of law (other than this Act or a provision of law amended by this Act), regulation,
rule, document, or other record of the United States to the Board of Governors of
the United States Postal Service {or any Governor or Governors thereof), such ref-
erence shall be considered a reference to the Board of Directors of the United States
Postal Service (or any Director or Directors thereof, as appropriate).
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(b) POSTMASTER GENERAL.—Whenever reference is made in any provision of law
(other than this Act or a provision of law amended by this Act), regulation, rule,
document, or other record of the United States to the Postmaster General, such ref-
erence shall be considered a reference to the Postmaster General and Chief Execu-
tive Officer of the United States Postal Service.

(c) PostaL RATE COMMISSION.—Whenever reference is made in any provision of
law (other than this Act or a provision of law amended by this Act), regulation, rule,
document, or other record of the United States to the Postal Rate Commission, such
reference shall be considered a reference to the Postal Regulatory Commission.

TITLE II-NEW SYSTEM RELATING TO POSTAL RATES, CLASSES, AND
SERVICES

Subtitle A—In General

SEC. 201. ESTABLISHMENT.
(a) IN GENERAL.—Title 39, United States Code, is amended by adding after
chapter 36 the following:

“CHAPTER 37—NEW SYSTEM FOR ESTABLISHING POSTAL RATES,
CLASSES, AND SERVICES

“SUBCHAPTER I—-DEFINITIONS

“Sec.
“3701. Definitions.
“3702. Free mailing privileges unaffected.

“SUBCHAPTER II—BASELINE RATES

“3721. Determination of baseline rates.
“3722. Provisions relating to reduced-rate categories of mail.
“3723. Automatic termination of any rate case that may be pending.

“SUBCHAPTER III—RATES FOR PRODUCTS IN THE NONCOMPETITIVE
CATEGORY OF MAIL

“3731. Applicability; definitions.
“3732. Limitations on rates.
“3733. Adjustment factor.
“3734. Action of the Board.

“SUBCHAPTER IV—RATES FOR PRODUCTS IN THE COMPETITIVE
: CATEGORY OF MAIL

“3741. Applicability; definition.

“3742. Action of the Board.

“3743. Provisions applicable to competitive products individually.
“3744. Provisions applicable to competitive products collectively.

“SUBCHAPTER V—MARKET TESTS OF EXPERIMENTAL PRODUCTS

“3751. Market tests of experimental noncompetitive products.
“3752. Market tests of experimental competitive products.
“3753. Large-scale market tests.

“3754. Adjustment for inflation.

“3755. Conversion to permanence.

“3756. Effective date.

“SUBCHAPTER VI—PROVISIONS RELATING TO THE INTRODUCTION AND
CATEGORIZATION OF PRODUCTS

“3761. Criteria for the identification of noncompetitive and competitive products.
“3762. New noncompetitive products.

“3763. New competitive products.

“3764. Transfers of products between categories of mail.

“3765. Transition provisions for new or transferred noncompetitive products.
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“SUBCHAPTER VII--REPORTING REQUIREMENTS AND RELATED
PROVISIONS

“3771. Annual reports by the Commission.
“3772. Annual reports to the Commission.
“3773. Annual determination of compliance.
“3774. Other reports.

“SUURCHAPTER I-DEFINITIONS

“§ 8701, Definitions
“For purposes of this chapter:

“(1) Probuct.—The term ‘product’ means a class of mail or type of postal

service, including—— :
“(A) a subclass or other similar subordinate unit thereof; and
“(B) the next level of subordinate units thereof (below the first level of

subordinate units, as referred to\in:subparagraph (A)).

“2) RaTe.—The term Pate’, as used with respect to any products, includes
fees for postal services.

“3) PRODUCT IN THE NONCOMPETITIVE CATEGORY OF MaAIL.—The term ‘prod-
uct in the noncompetitive category of mail’ or ‘noncompetitive product’ means
a product subject to subchapter III.

“(4) PRODUCT IN THE COMPETITIVE CATEGORY OF MAIL.—The term ‘product
in the competitive category of mail’ or ‘competitive product’ means a product
subject to subchapter IV.

“5) CONSUMER PRICE INDEX.—The term ‘Consumer Price Index’ means the
Consumer Price Index for All Urban Consumers published monthly by the Bu-
reau of Labor Statistics of the Department of Labor.

“(6) YEAR.—The term ‘year’ means a fiscal year.

“$ 3702, Free mailing privileges unaffected

“Nothing in this chapter shall be considered to affect any free mailing privileges
accorded under any of sections 3217 or 3403 through 3406,

“SUBCHAPTER JII—BASELINE RATES

“$ 8721, Determination of baseline rates

“(a) REQUIREMENT THAT A RATEMAKING REQUEST BE MADE.—The Postal Service
shall, during the 18-month period beginning on the date of enactment of this chap-
ter, submit 2 request under section 3622 for a recommended decision by the Postal
Regulatory Commission on rates for all products in the noncompetitive category of
mail and all products in the competifive category of mail.

“(b) POLICIES AND CRITERIA.—The request under subsection (a) shall be made
in accordance with the same policies and criteria as would otherwise apply in the
case of a request made under section 3622, except that—

“1) in applying section 3621, any determination of total estimated costs of
the Postal Service shall be made without including any provision for contin-
gencies; and

“(2) to the extent that any class of mail or kind of mailer under section
3626(a) is involved, such request shall be made in conformance with the re-
quirements of section 3722,

“(c) PROCEDURES FOR CONSIDERATION.— -

“(1) IN GENERAL.—Except as otherwise provided in subsection (b) or any
other provision of this subchapter, the request made under subsection (a) shall
be considered and acted on in the same way as any other request made under
section 3622.

“(2) ADDITIONAL AUTHORITY,—For purposes of the request made under sub-
section (a), section 3622(b) shall be applied as if it had been amended by insert-
ing after ‘the policies of this title’ the following: ‘including the second sentence
of section 3621).

“(d) EFFECTIVE DATE OF ANY RATES ESTABLISHED PURSUANT TO REQUEST.—AIl
rates established pursuant to the request made under subsection (a) shall take ef-
fect as of the same date, determined in accordance with applicable provisions of
chapter 36, but in no event later than the last day of the 18-month period beginning
on the date on which such request is made.

“(e) DEFINITION OF BASELINE RATES.—

“(1) IN GENERAL.—Subject to section 3722(c), for purposes of this title, the
baseline rate for each product shall be the rate in effect for such product as of
the applicable date under paragraph (2), irrespective of whether—
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“(A) any rate change is in fact requested for such product under sub-
section (a);

(B} ratemaking proceedings are in fact completed by such date; or

“C) the rate in effect for such preduct as of such date is a permanent
or temporary one.

“(2) DATE AS OF WHICH BASELINE RATES ARE TC BE DETERMINED.—The appli-
cable date under this paragraph shall be—

“(A) the date as of which any baseline rates, established pursuant to
the request made under subsection (a), are to take effect in accordance with
subsection (d); or

*“B) if subparagraph (A) does not apply (whether because proceedings
under chapter 36 are not completed before the deadline under subsection
(d) or og;(lix)erwise‘), the last day of the 18-month period referred to in sub-
section (d).

© #88722. Provisions relating to reduced-rate categories of mail

“{a) DEFINITIONS.—For purposes of this section, the terms ‘costs attributable’
and ‘(regular—rate category have the same meanings as are given them by section
3626(a).

“(b) REQUIREMENT.—

“1) IN GENERAL.—Notwithstanding any other provision of this title (but
subject to paragraph (3)), the rate established under this chapter for a product
within a reduced-rate category of mail (as referred to in section 3721(b)Y2)), in-
cluding the baseline rate therefor (if applicable}, may not exceed—

“A) in the case of a competitive product, the rate described in para-
graph (2); or
“B) in the case of a noncompetitive preduct, the lesser of—
“(i) the rate described in paragraph (2); or
“(i1) the highest rate allowable for such product under subsection
{e) or (d) of section 3732, whichever is less.

“(2) RATE DESCRIBED.—The rate described in this paragraph is, with respect
to any product, the rate thai would then be in effect for such product if estab-
lished under section 3626(a) in conformance with the requirement that-—

“(A) the estimated costs atiributable (expressed on a per-unit basis)
used in establishing such rate, not exceed

“(B) the estimated costs attributable (similarly expressed) used in es-
tablishing the rate that is to be concurrently in effect for the same product
within the most closely corresponding regular-rate category.

“(8) NONCOMPETITIVE PRODUCT MINIMUM.—Nothing in this subsection shall
be considered to waive the limitation set forth in section 3732(b) (relating to the
minimuim rate required for 2 noncompetitive product).

“(c) SELF-EXECUTING CORRECTION MECHANISM.—If the baseline rate for a prod-
uct would not otherwise be in compliance with subsection (b), such rate shall be re-
duced by the minimum amount necessary in order to achieve compliance.

“§ 3723, Automatic termination of any rate case that may be pending

“To the extent that any proceedings relating to a request made under section
3622 before the date of enactment of this chapter remain pending as of such date
of gnaq%ment, any further action taken in connection with such request shall be null
and void.

“SUBCHAPTER III—RATES FOR PRODUCTS IN THE NONCOMPETITIVE
CATEGORY OF MAIL

“83731. Applicability; definitions
“(a) APPLICABILITY.—This subchapter applies with respect to the products in the
first, second, third, and fourth baskets of products, respectively.
“(b} DEFINITIONS.—For purposes of this subchapter:
“(1) FIRST BASKET OF PRODUCTS.—The term ‘first basket of products’
means—
“(A) single-piece first-class letters (both domestic and international);
“(B) single-piece first-class cards (both domestic and international);
“() single-piece parcels (both domestic and international); and
“D) special services.
“(2) SECOND BASKET OF PRODUCTS.—The term ‘second basket of products’
means all first-class mail not in the first basket of products.
“(3) THIRD BASKET OF PRODUCTS.~The term ‘third basket of products’
means periodicals.
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“(4) FOURTH BASKET OF PRODUCTS.-—The term ‘fourth basket of products’
means standard mail (except for parcel post).
“(¢) RULE OF CONSTRUCTION.—

“1) IN GENERAL—Except as provided in paragraph (2), mail matter re-
ferred to in paragraphs (1) through (4) of subsection (b) shall, for purposes of
such paragraphs, be considered to have the respective meanings given them
under the mail classification schedule (as defined by section 3623) as of the ef-
fective date of this chapter.

“(2) UpDATES.—The Postal Regulatory Commission shall, whenever any rel-
evant change occurs (whether pursuant to a product transfer under section
3764, the reclassification of a product under section 3623, or the introduction
of a new noncompetitive product under section 3762), prescribe new lists of
products within the respective baskets described in subsection (b). The revised
Hsts shall indicate how and when any previous lists (including under subsection
(b)) are superseded, and shall be published in the Federal Register.

“§ 3782. Limitations on rates

“(a) IN GENBRAL.—Except as otherwise provided in this subchapter, the rate in
effect for a noncompetitive product may not, during any year in a ratemaking cycle
{as defined in section 3733(a))—

“(1) be less than the minimum rate required for such product in such year,
as determined under subsection (b);

“(2) be greater than the maximum rate allowable for such proeduct in such
year, as determined under subsection (¢); or

“(3) be changed by a percentage that would cause such rate to fall cutside
of the I‘E“i.élge allowable for such product in such year, as determined under sub-
section (d).

Nothing in paragraph (3) shall be considered to authorize the establishment of any
rate less than the minimum rate required under paragraph (1) or greater than the
maximum rate allowable under paragraph (2).

“(b) MINIMUM RaTE REQUIRED.—For purposes of this section, the minimum rate
required for a product in a year is the minimum rate which, if kept in effect for
such product throughiout the year (or, if implemented after the start of the year,
throughout the remainder of the year, but taking into account all revenues from
such product that are attributable to earlier periods in the same year) will be suffi-
cient to ensure that such product will bear the direct and indirect postal costs at-
{ributable to such product for such year.

“(e) MAXIMUM RATE ALLOWABLE.—

“(1) IN GENERAL.—For purposes of this section, the maximum rate allowable
for a product in a year shall be equal to the rate determined by increasing or
decreasing (as applicable}—

“(A) the maximum rate allowable for such product under this sub-
section in the year preceding the year for which the maximum rate allow-
able is being determined {(disregarding any rounding rules), by

“(B) the percentage adjustment applicable for the year for which the
mam;]n(m)n rate allowable is being determined, as determined under para-
graph (2).

“(2) PERCENTAGE ADJUSTMENT APPLICABLE.—For purposes of this section,
the percentage adjustment applicable shall, for any year, be equal to—

“(A) the change in the Consumer Price Index for such year, adjusted

“B) the adjustment factor for such year.

“(3) DEFINITIONS.—For purposes of this section:

“(A) CHANGE IN THE CONSUMER PRICE INDEX.—The change in the Con-
sumer Price Index for a year shall be equal to the percentage {expressed
as a positive value, a negative value, or zero, as the case may be) by which
the Consumer Price Index for the preceding year differs from the Consumer
Price Index for the second preceding year.

“(B) CONSUMER PRICE INDEX FOR A YEAR—The Consumer Price Index
for a year is the average of the Consumer Price Index for the 12-month pe-
riod ending on June 30th of such year.

“(C) ADJUSTMENT FACTOR.-—The adjustment factor for any year shall be
determined in accordance with section 3733,

“(4) SPECIAL RULE.—For purposes of determining the maximum rate allow-
able for any particular product during the first year of the first ratemaking
cycle, paragraph (1XA) shall be applied by substituting ‘the baseline rate for
such product’ for ‘the maximum rate allowable for such product under this sub-
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section in the year preceding the year for which the maximum rate allowable
is being determined (disregarding any rounding rules).

“5) ROUNDING RULE.—The maximum rate allowable for a product within
the first bagket of products shall be equal to the rate determined for such prod-
uct under this subsection (disregarding this paragraph), rounded io the nearest
cent (rounding ¥z of a cent to the next higher cent).

“(d) RANGE ALLOWABLE.—For purposes of this section, the range allowable for
a product in any year is the range delimited by—

“(1) a maximum rate equal to the rate determined by increasing or decreas-
ing (as ap Heable)—

‘(If}&) the rate last in effect for such product before the start of such year,

y
“(B) the percentage equal to the percentage adjustment applicable with
respect to such product for such year, plus 2 percent; and
“(2) a minimum rate equal to the rate determined by increasing or decreas-
ing (as applicable)——
“(A) the rate last in effect for such product before the start of such year,

by :
“B) the percentage equal to the percentage adjustinent applicable with
respect to such product for such year, minus 2 percent.
For purposes of applying paragraphs (1)(B) and (2)(B) in any year, the Board of Di-
rectors may, in a manner consistent with the policies of this title and the require-
ments of this subchapter, establish a single percentage which shall be lower than,
and which shall be substituted for, the percentage adjustment applicable that would
otherwise be applied under beth of those paragraphs in such year. Such single per-
centage shall be the same for every product in the noncompetitive category.

“§3733. Adjustment factor

“(a) DEFINITION OF RATEMAKING CYCLE.—

“1) IN ¢geNERAL.—For purposes of this title, the term ‘ratemaking cycle’
means—

“A) the 5-year period beginning on the first day of the second year be-
ginning after the date as of which the baseline rates are determined under
section 8721(e)(2); and

“(B) each b-year period beginning on the day after the last day of the
immediately preceding 5-year period under this subsection.

“2) EARLIER COMMENCEMENT DATE.—The Postal Regulatory Commission
may advance the commencement date of the first ratemaking cycle to the date
which occurs 1 year earlier than the date that would otherwise apply under
subparag'ra?h (1)(A), but only if that earlier date does not precede the date as
of which all requirements of this section have been completed with respect to
such cycle.

“(b) PROCEDURES FOR DETERMINING ADJUSTMENT FACTOR—

“(1y COMMENCEMENT OF PROCEEDINGS,—

“(A) IN GENERAL.~Except as provided in subparagraph (B), the Postal
Regulatory Commission shall, beginning in September of the second year
before the start of each ratemaking cycle, provide the opportunity for a
hearing on the record under sections 556 and 557 of title 5 to the Postal
Service, users of the mails, and an officer of the Commission who shall be
required to represent the interests of the general public, with respect to the
adjustment factor to be established for the upcoming ratemaking cycle.

“(B) EXCEPTION~—For purposes of the first hearing under this sub-
section, proceedings shall be commenced during the second month begin-
ning on or after the date as of which the baseline rates are determined
under section 3721(e)2).

“(2) RULES OF PROCEEDINGS—In order to conduct its proceedings with ut-
most expedition consistent with procedural fairness to the parties, the Commis-
sion may (without limitation) adopt rules which provide for—

“(A) the advance submission of written direct testimony;

“(B) the conduct of prehearing conferences to define issues, and for
other purposes to insure orderly and expeditious proceedings;

“(C) discovery both from the Post,afJ Service and the parties to the pro-
ceedings;

“D) limitation of testimony; and

“(E) the conduct of the entire proceedings off the record with the con-
sent of the parties.

“{8) PRINTING AND NOTICE REQUIREMENTS.—The Commission’s decision and
the record of the Commission’s hearings shall be made generally available at
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the time the decision is issued and shall be printed and made available for sale
by the Public Printer within 10 days following the day the decision is issued.
“(4) TIMING.-—

“(A) IN GENERAL.—Except as provided in subparagraph (B), all actions
required of the Commission under this section, including those required
under paragraph (3), shall be completed by the end of the year preceding
the commencement of the ratemaking cycle to which the decision relates.

“B) EXCEPTION.—In any case in which the Commission determines
that the Postal Service has unreasonably delayed any proceedings under
this section by failing to respond within a reasonable time to any lawful
order of the Commission, the Commission may extend the deadline de-
scribed in subparagraph (A) by one day for each day of such delay.

“C) EFFECT OF DELAY ON RATEMAKING AUTHORITY.—No rate change for
any noncompetitive product may take effect during any period of delay. For

" purposes of the preceding sentence, the term ‘period of delay’ means, in the
circumstance described in subparagraph (B), the period beginning on the
day following the original deadline (as described in subparagraph {A)) and
E:gd)ing on the date of the new deadline (as determined under subparagraph

)X
“(¢} REQUIREMENTS RELATING TO THE ESTABLISHMENT OF ADJUSTMENT FAC-
TOR.~—

h“(l) IN GENERAL.—An adjustment factor shall be established in accordance

with—

“(A) the policies of this title; and

“(B) the best evidence of likely Postal Service productivity, and of spe-
cific sources of cost savings to the Postal Service, during the ratemaking
cycle to which an adjustment factor is to apply.

“2) REQUIREMENT THAT ADJUSTMENT FACTOR BE A NEGATIVE VALUE OR
ZERO.—

“(A) IN GENERAL—Except as provided in subparagraph (B), an adjust-
ment factor may be no greater than zero.

“B) EXCEPTIONS.—A positive adjustment factor may be established
only upon a written determination by the Postal Regulatory Commission
that an exception to subparagraph (A) is necessary—

“i) because of any new and significant statutorily imposed funding
obligations not fully funded through appropriations; or
“(ii) because postal revenues during the upcoming ratemaking cycle
would otherwise be insufficient to enable the Postal Service, under best
practices of honest, efficient, and economical management, to maintain
and continue the development of postal services of the kind and quality
adapted to the needs of the United States.
A determination under clause (ii) shall take into account cests anticipated
by the Postal Service for the period of time involved, such as wages, bene-
fits, and transportation costs, consistent with the provisions of subsection

(g).

“(d) gAME ADJUSTMENT FACTOR To BE UNIFORMLY APPLIED TO ALL PROD-
ucTs.—For purposes of each year in a ratemaking cycle, the same adjustment factor
shall apply—

“(1) to all baskets under section 3731; and

“(2) to all products within each such basket.

“(¢) HOW AN ADJUSTMENT FACTOR Is TO BE EXPRESSED AND APPLIED,-—

“(1) HOW AN ADJUSTMENT FACTOR IS TO BE EXPRESSED.—An adjustment fac-
tor established under this section shall be expressed as a percentage.

“(2) HOW AN ADJUSTMENT FACTOR IS TO BE APPLIED.—To adjust a change
in the Consumer Price Index by an adjustment factor, the magnitude of the ad-
justment factor shall-—

“A) if the adjustment factor is a positive value, be added to the change
in the Consumer Price Index; or

“(B) if the adjustment factor is a negative value, be subtracted from the
change in the Consumer Price Index.

“(f) EXIGENT CIRCUMSTANCES,—

“1) IN cENERAL.—Notwithstanding subsection {(d), upon a majority vote of
the metmbers of the Board of Directors then holding office, the Postal Service
may request the Postal Regulatory Commission to render a decision on chang-
ing the adjustment factor to be applied during the then current ratemaking
cyc{e) (after having previously been established under this section for such
cycle).
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“(2) CONDITIONS.—A request made under paragraph (1) may be granted
only upon a written determination by the Commission that the change re-
quested is justified by one or more of the same reasons as would justify the es-
tablishment of a positive adjustment factor (as set forth in subsection (c)(2XB)).

“(3) EFFECT; DURATION.—A change granted under this subsection—

“(A) shall supersede the adjustment factor that would otherwise apply
under this section (with appropriate changes to the respective limitations
under paragraphs (2) and (3) of section 3732(a)); and

“B) shall remain in effect for the rest of the ratemaking cycle involved,
subject to paragraph (5).

“(4) EXPEDITED CONSIDERATION.—A request made under paragraph (1) shall
be acted on under this section in the same manner as if initiated under sub-
section (b)(1), except that a decision on any such request shall be rendered not
later than 6 months after the date on which the request is made.

“(5) FREQUENCY.—Nothing in this section shall be considered to limit the
number of times this subsection may be invoked during a ratemaking cycle.

“(g) PoSTAL REGULATORY COMMISSION NOT To INTERFERE WITH COLLECTIVE
BARGAINING.—It is the sense of the Congress that nothing in this section should re-
strict, expand, or otherwise affect any of the rights, privileges, or benefits of either
employees of the United States Postal Service, or labor organizations representing
employees of the United States Postal Service, under chapter 12 of this title, the
National Labor Relations Act, any handbock or manual affecting employee labor re-
lations within the United States Postal Service, or any collective bargaining agree-
ment.

“8 3734. Action of the Board

“(a) AUTHORITY TO ESTABLISH RATES.—The Board of Directors, with the written
concurrence of a majority of all of the members of the Board then holding office,
shall establish rates for products in the noncompetitive category of mail in accord-
ance with the requirements of this subchapter and the policies of this title.

“(b) PROCEDURES.—

“(1) IN GENERAL.—Rates shall be established in writing, complete with a
statement of explanation and justification.

“(2) PUBLICATION.—The Board shall cause each such decision (complete
with the accompanying statement) and the record of the Board’s proceedings to
be published in the Federal Register at least 45 days before the rate or rates
to which they pertain are to take effect.

“(¢) LIMITATIONS ON AUTHORITY.—

“(1) IN GENERAL.—Except as provided in paragraph (2)—

“(A) FREQUENCY.—Ratemaking authority under this section may not be
exercised more than once for purposes of any year.

“(B) UNIFORM EFFECTIVE DATE.—AIll changes in rates pursuant to this
section in a year shall take effect on the same date.

“(2) EXCEPTION FOR CHANGE DUE TO EXIGENT CIRCUMSTANCES.—

“(A) IN GENERAL.—If the maximum rate allowable for a product in a
year changes pursuant to a request granted under section 3733(f), then, in
the event that ratemaking authcrity under this section was previously exer-
cised with respect to such product for such year, such rate may be modified,
not more than once more in such year, based on the change in the maxi-
mum rate allowable (and the corresponding change in the range allowable).

“B) UNIFORM EFFECTIVE DATE.—All changes in rates pursuant to this
paragraph shall, to the extent based on the same set of changes (as referred
to in subparagraph (A)), take effect beginning on the same date.

“SUBCHAPTER IV—RATES FOR PRODUCTS IN THE COMPETITIVE
CATEGORY OF MAIL

“$ 3741, Applicability; definition
“(a) APPLICABILITY.—This subchapter applies with respect to—
“(1) priority mail;
“(2) expedited mail;
“(3) mailgrams;
“(4) international mail; and
“(5) parcel post;
except that this subchapter does not apply with respect to any product then cur-
rently in the noncompetitive category of mail.
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“(b) DEFINITION.—For purposes of this subchapter, the term ‘costs attributable’,
as used with respect to a product, means the direct and indirect postal costs attrib-
utable to such product.

“(¢) RULE OF CONSTRUCTION.~—

“1) IN GENERAL.—Except as provided in paragraph (2), mail matter re-
ferred to in paragraphs (1) through (5) of subsection (a) shall, for purposes of
such paragraphs, be considered to have the respective meanings given them
under the mail classification schedule (as defined by section 3623) as of the ef-
fective date of this chapter.

“(2) UpnATES.—The Postal Regulatory Commission shall, whenever any rel-
evant change oceurs {whether pursuant to a product transfer under section 3764
or an action taken under section 3763), prescribe new lists of the products to
which this subchapter applies. The revised lists shall indicate how and when
any previous lists (including under subsection (a)) are superseded, and shall be
published in the Federal Register,

“£8742. Action of the Roard

“(a) AUTHORITY TO ESTABLISH RATES.—The Board of Directors, with the written
concurrence of a majority of all of the members of the Board then holding office,
shall establish rates for products in the competitive category of mail in accordance
with the requirements of this subchapter and the policies of this title.

“b) PROCEDURES.—Section 3734(b) shall apply with respect to rates and deci-
sions under this section, except that for purposes of this section, section 3734(b)
shall be applied by substituting ‘by such date before the effective date of any new
rates as the Board considers appropriate’ for ‘at least 45 days before the rate or
rates to which they pertain are to take effect’.

“(¢) EFFECTIVE DATE.—

“(1) IN GENERAL.—Except as provided in paragraph (2), the ratemaking pro-
visions of this subchapter shall be effective beginning with the rates to be estab-
lished for the first year beginning on or after the date as of which the baseline
rates are determined under section 3721(e)(2).

“(2) EXCEPTION.—The ratemaking provisions of this subchapter shall, with
respect to all international mail as to which this subchapter applies, be effective
beginning on the date as of which the baseline rates are determined under sec-
tion 3721(e)(2), subject (until the entirety of this subchapter becomes effective
i3n4§gc())rdance with paragraph (1)) only to the requirement under section
3743(a).

“83743., Provisions applicable to competitive products individually

“(a) IN GENERAL-—Rates for products in the competitive category of mail shall
be established in a manner such that each such product shall bear the costs attrib-
utable to such product in such year.

“b) TREATMENT OF SHORTFALLS.—If revenues derived from a competitive prod-
uct in any year are not sufficient to meet the costs attributable to such product for
such year, the shortfall shall be made up in accordance with section 3744(c)1).

“(c) MANDATORY DISCONTINUANCE OF LOSS-MAKING PRODUCTS.—

“(1) IN GENERAL.—I{ a competitive product persistently fails to cover the
costs attributable to such product, the Postal Regulatory Commission may, in
accordance with grocedures which the Commission shall prescribe and after
considering all relevant circumstances, order the Postal Service to discontinue
such product permanently.

“(2) PROCEDURES.—The procedures prescribed to carry out this subsection—

“(A} shall provide the opportunity for a hearing on the record under
sections 556 and 557 of title 5 to the Postal Service, users of the mail, and
an officer of the Commission who shall be required to represent the inter-
ests of the general public;

“(B) may include rules of proceedings that provide for any procedure or
other matier listed under section 3733(bX2); and

“C) shall require that any final decision be accompanied by a state-
ment setting forth the reasons therefor.

“$3744. Provisions applicable to competitive produets collectively

“a) CoST-COVERAGE REQUIREMENT.—

“(1) IN GENERAL.—Rates for competitive products shall be established in a
manner such that the cost-coverage ratio for all competitive products {(collec-
tively) shall, for each year to which this subchapter applies (as referred to in
section 3742(c)), be at least equal to the cost-coverage ratio for such year for
all competitive and noncompetitive products (collectively).
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“(2) COST-COVERAGE RATIO.—For purposes of this section, the term ‘cost-cov-

erage ratio’ means, for the products and year involved, the ratio that—
“(A) total revenues from those products in such year, bears to
“(B) total costs attributable to those products in such year.

“(b) ADJUSTMENT FOR SPECIAL CIRCUMSTANCES.—The Postal Regulatory Com-
mission may, by rule, and in order to ensure that ratios under this section appro-
priately compensate for any significant and objective differences in the nature and
composition of costs attributable to competitive and noncompetitive products, respec-
tively, provide for the exclusion of such costs attributable as the Commission consid-
ers to be uniquely or disproportionately associated with either category of products.

“(c) SPECIAL RULES To MAKE Up FOR CERTAIN SHORTFALLS.—

“(1) SUBTRACTION TO MAKE UP FOR ANY SHORTFALL DESCRIBED IN SECTION
3743(b).—In any year in which a shortfall described in section 3743(b) occurs in
the case of any competitive product, an amount equal to the amount of such
shortfall shall, for purposes of determining whether the requirement under sub-
section (a) has been satisfied in such year, be subtracted from total revenues
derived from all competitive products (collectively) in such year. Nothing in the
preceding sentence shall be considered to permit or require that the same
amount be concurrently subtracted from total revenues derived from competi-
tive and noncompetitive products (collectively).

“(2) SUBTRACTION TO MAKE UP FOR ANY SHORTFALL IN CONTRIBUTIONS TO-
WARD INSTITUTIONAL COSTS IN A PREVIOUS YEAR.—If, in any year, the require-
ment under subsection (a) is not met (determined applying the provisions of
subsection (b), paragraph (1), and this paragraph based on any failure to satisfy
subsection (a) in the previous year), the difference between the total revenues
considered to have been derived from competitive products in the year involved
(determined applying such provisions), and the minimum amount of total reve-
nues from competitive products which would have been required in order to sat-
isfy subsection (a) (determined applying such provisions), shall, for purposes of
determining whether the requirement under subsection (a) is met in the follow-
ing year, be subtracted from total revenues derived from competitive products
(collectively) in such following year. Nothing in the preceding sentence shall be
considered to permit or require that the same amount be concurrently sub-
tracted from total revenues derived from competitive and noncompetitive prod-
ucts (collectively).

“(d) PHASEIN AUTHORITY.—If necessary in order to afford the Postal Service an
opportunity to increase efficiency to competitive market levels, the Postal Regu-
latory Commission may, by written determination made as part of its first adjust-
ment factor case under section 3733, provide for the phasein of subsection (a) over
the course of the first ratemaking cycle. If the Commission grants relief under this
subilection, it shall review the continuing need for and the extent of such relief an-
nually.

“SUBCHAPTER V—MARKET TESTS OF EXPERIMENTAL PRODUCTS

“§3751. Market tests of experimental noncompetitive products
“(a) AUTHORITY.—

“(1) IN GENERAL.—The Postal Service may conduct market tests of experi-
mental noncompetitive products in accordance with this section.

“(2) PROVISIONS WAIVED.—A product shall not, while it is being tested under
this section, be subject to the requirements of section 3623 (relating to mail
classification), section 3732 (relating to limitations on rates), or section 3762 (re-
lating to new noncompetitive products).

“(b) CONDITIONS.—A product may not be tested under this section unless it sat-
isfies each of the following:

“(1) SIGNIFICANTLY DIFFERENT PRODUCT.—The product is, from the view-
point of mail users, significantly different from all products offered by the Post-
al Service within the 2-year period preceding the start of the test.

“(2) DOLLAR-AMOUNT LIMITATION.—The total revenues that are anticipated,
or in fact received, by the Postal Service from such product do not exceed
$10,000,000 in any year, subject to section 3754.

“(8) MARKET DISRUPTION.--The introduction or continued offering of the
product will not cause unreasonable market disruption (either for competitive
or noncompetitive products).

“(4) CORRECT CATEGORIZATION.—The testing of the product under this sec-
tion is consistent with the criteria under section 3761(b)(2).

“(c) NOTICE.—At least 30 days before initiating a market test under this section,
the Postal Service shall file with the Postal Regulatory Commission and publish in
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the Federal Register a notice setting out the basis for the Postal Service’s deter-
minatien that the market test is covered by this section and describing the nature
and scope of the market test.

“(d) DURATION.—

“(1) IN GENERAL.—A market test of a product under this section may be
conducted over a period of not to exceed 24 months.

“(2) EXTENSION AUTHORITY.—If necessary in order to determine the feasibil-
ity or desirability of a product being tested under this section, the Postal Regu-
latory Commission may, upon written application of the Postal Service (filed not
later than 60 days before the date as of which the testing of such preduct would
otherwise be scheduled to terminate under paragraph (1)), extend the testing
of such product for not to exceed an additional 12 months.

“(e) CANCELLATION,—If the Postal Regulatory Commission at any time deter-
mines that a market test under this section fails, with respect to any particular
product, to meet one or more of the conditions set forth in subsection (b), it may
issue any order that would be allowable under section 3662(c)(6). A determination
under this subsection shall be made in accordance with such procedures as the Com-
mission shall by regulation prescribe.

“§3752. Market tests of experimental competitive products

“(a) AUTHORITY.—

“(1) IN GENERAL.—The Postal Service may conduct market tests of experi-
mental competitive products in accordance with this section.

“(2) PROVISIONS WAIVED.—Any noncompliance with section 3743(a) (relating
to costs-attributable requirement) on the part of a product shall not, if it occurs
while such product is being tested under this section, be taken into account for
purposes of any sanction or other action that might otherwise be permitted or
required under any of the following:

“(A) Section 3662(c)(3) {relating to ordering the adjustment of rates fo
lawful levels pursuant to a rate complaint).

“B) Section 3743{c) (relating to mandatory discontinuance of loss-mak-
ing products).

“(C) Section 3773(e) (relating to use of profits).

“(3) PROVISIONS NOT WAIVED.—Nothing in this section shall be considered
to permit or require the exclusion of any costs or revenues that are attributable
to a product that is being tested under this section from any determination
im(ti'er else)ction 3744 (relating to provisions applicable to competitive products col-

ectively).
“(b) CONDITIONS.—-A product may not be tested under this section unless it sat-
isfies each of the following:

“(1) SIGNIFICANTLY DIFFERENT PRODUCT.—The product is, from the view-
point of mail users, significantly different from all products offered by the Post-
al Service within the 2-year period preceding the start of the test.

“(2) DOLLAR-AMOUNT LIMITATION.—The total revenues that are anticipated,
or in fact received, by the Postal Service from such product do not exceed
$10,000,000 in any year, subject to section 3754.

“(3) MARKET DISRUPTION.—The introduction or continued offering of the
product will not cause unreassonable market disruption (either for competitive
or noncompetitive products).

“(4) CORRECT CATEGORIZATION.-—The testing of the product under this sec-
tion is consistent with the criteria under section 3761(b)2).

“(¢) NOTICE.~—

“(1) IN GENERAL.—AS least 30 days before initiating a market test under
this section, the Postal Service shall file with the Postal Regulatory Commission
and publish in the Federal Register a notice setting out the basis for the Postal
Service’s determination that the market test is covered by this section and de-
scribing the nature and scope of the market test.

“(2} SAFEGUARDS.—The provisions of section 3604(g) shall be available with
respect to any information required to be filed under paragraph (1) to the same
extent and in the same manner as in the case of any matter described in section
3604{(g)(1). Nothing in paragraph (1) shall be considered to permit or require the
publication of any information as to which confidential treatment is accorded
under the preceding sentence (subject to the same exception as set forth in sec- .
tion 3604(g)(3)).

“(d) DURATION,—

“(1) IN GENERAL.—A market test of a product under this section may be

conducted over a period of not to exceed 24 months.
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“(2) EXTENSION AUTHORITY.—If necessary in order to deterinine the feasibil-
ity or desirability of a product being tested under this section, the Postal Regu-
latory Commission may, upon written application of the Postal Service (filed not
later than 60 days before the date as of which the testing of such product would
otherwise be scheduled to terminate under paragraph (1)), extend the testing
of such product for not to exceed an additional 12 months.

“(e) CANCELLATION.—If the Postal Regulatory Commission at any time deter-
mines that a market test under this section fails, with respect to any particular
product, to meet one or more of the conditions set forth in subsection (b), it may
issue any order that would be allowable under section 3662(c)}6). A determination
under this subsection shall be made in accordance with such procedures as the Com-
mission shall by regulation prescribe.

“§3753. Large-scale market tests

“(a) AUTHORITY.—The Postal Service may, in accordance with this section, con-
duct—

“(1) market tests involving any experimental noncompetitive product that
would be allowable under section 3751 but for subsection (b)(2) thereof; and

“2) market tests involving any experimental competitive product that
would be allowable under section 3752 but for subsection (b)(2) thereof.

“(b) CoNDITION.—Notwithstanding any other provision of this section, a product
may not be tested under this section unless the total revenues that are anticipated,
or in fact received, by the Postal Service from such product do not exceed
$100,000,000 in any year, subject to section 3754.

“(c) PROVISIONS WAIVED.—Section 3751(a}(2) shall apply with respect to an ex-
perimental noncompetitive product being tested under this section, and section
3752(a)(2) shall apply with respect to an experimental competitive product being
tested under this section, as if such test were instead being conducted section 3751
or 37562, as the case may be.

“(d} REGULATIONS.—The Postal Regulatory Commission shall by regulation es-
tablish rules for the conduct of market tests under this section, including rules for
the termination of any such test. In adopting rules under this subsection, the Com-
mission shall consider such matters as—

“(1) the Postal Service’s interest in the development and testing of new
products with a minimum of regulatory impediments; and

“(2) the public interest in preventing unfair or disruptive competition.

“(e) DURATION.—

“(1) IN GENERAL.—A market test of a product under this section may be
conducted over a period of not to exceed 24 months.

“(2) EXTENSION AUTHORITY.—If necessary in order to determine the feasibil-
ity or desirability of a product being tested under this section, the Postal Regu-
iatory Commission may, upon written application of the Postal Service (filed not
later than 60 days before the date as of which the testing of such product would
otherwise be scheduled to terminate under paragraph (1)), extend the testing
of such product for not to exceed an additional 12 months.

“§ 3754. Adjustment for inflation
“In the case of a year following the first year in which any testing under this
subchapter is permitted, the dollar amount contained in sections 3751(b)2),
3752(bX2), and 3753(b), respectively, shall be adjusted at the same time and by the
same percentage adjustment as the maximum rates allowable for noncompetitive
products are adjusted pursuant to 3732(c) (but deeming the adjustment factor under
paragraph (2)(B) thereof to be zero for purposes of this section).
“43755. Conversion to permanence
“A request to have an experimental product under this chapter converted to a
permanent one-—
“(1) shall be made and acted on in conformance with applicable provisions
of subchapter VI; and
“(2) shall be made by the Postal Service.

%8 87586. Effective date

“Market tests under this subchapter may be conducted in any year beginning
with the first year beginning on or after the date as of which the baseline rates are
determined under section 3721(e)(2).
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“SUBCHAPTER VI—-PROVISIONS RELATING TO THE INTRODUCTION AND
CATEGORIZATION OF PRODUCTS

“§3761. Criteria for the identification of noncompetitive and competitive
products
“(a) IN GENERAL.~—Except as provided in subchapter V, no product may be of-
fered until such product has been assigned to the noncompetitive or competitive cat-
ﬁgoxl;y c;f mail, whichever is appropriate (and, if a noncompetitive product, its proper
asket).
“(b) CRITERIA.—

#(1) IN GENERAL.—Determinations as fo the category of mail to which any
particular product should be assigned (whether in connection with a new prod-
uct under section 3762 or 3763, the proposed transfer of a product under section
3764, or the proposed reclassification of an existing product under subchapter
11 of chapter 36) shall be made in conformance with paragraph (2).

“(2) CHARACTERISTICS BY CATEGORY.—The noncompetitive category of prod-
ucts shall embrace all products in the sale of which the Postal Service exercises
sufficient market power that it can effectively set the price of such product sub-
stantially above costs or raise prices significantly without risk of losing business
to other firms offering similar products, or that it can effectively set the price
below competitive costs to forestall entry by new competitors or to eliminate ex-
istigg competitors. The competitive category of products shall embrace all other

roducts.
g(c) INITIAL AND UPDATED LI1sTS.—The respective products which, as of any par-
ticular date, are within the noncompetitive or competitive category of mail (and any
particular basket, if applicable) shall be as identified under sections 3731 and 3741.

“§ 3762. New noncompetitive products

“(a) REQUEST.—The Postal Service—

“(1) may from time to time request that the Postal Regulatory Commission
submit a recommended decision on the classification for a new noncompetitive
product; and

“2) shall, as part of any request made under paragraph (1) (other than in
the case of a transferred product), also request a recommended decision on the
baseline rate for such product for purposes of section 3765,

“(b) HEARINGS.~In response to any request made by the Postal Service under
this section, the Postal Regulatory Commission shall promptly initiate a proceeding
in accordance with the procedures set out in section 3624.

#(c) FACTORS AND RECOMMENDED DECISION.—The Postal Regulatory Commis-
sion shall make a recommended decision on (1) the baseline rate for the new product
based on the factors set out in section 3622(b), and (2) the classification for the new
product based on the factors and requirements under section 3623(b). Such rec-
ommended decision shall be submitted to the Directors for action in accordance with
section 3625, and subject to review in accordance with section 3628(a).

“£8763. New competitive products

“(a) AUTHORITY.—The Postal Service may, in accordance with this section, offer
a new competitive produet and, with respect to competitive products only, otherwise
make changes in the mail classification schedule.

“(b) CONDITIONS.—An action under this section may not be taken unless it satis-
fies each of the following:

“(1) CRITERIA.—To the extent that the classification of a product is involved,
the action would be consistent with the criteria under section 3761(b)(2).

“2) COSTS ATTRIBUTABLE.—T0 the extent that the establishment of a rate
for a competitive product is involved, the requirement under section 3743(a)
would be met.

*(e) NOTICE.—

“(1) IN GENERAL.—AL least 30 days before it offers a new competitive prod-
uct or otherwise makes any change in the mail classification schedule under
this section, the Postal Service shall file with the Postal Regulatory Commission
and publish in the Federal Register a notice setting out the basis for the Postal
Service’s determination that the product satisfies each of the conditions under
subsection (b).

“(2) SAFEGUARDS.—The provisions of section 3604(g) shall be available with
respect to any information required to be filed under paragraph (1) to the same
extent and in the same manner as in the case of any matter described in section
3604(g)(1). Nething in paragraph (1) shall be considered to permit or require the
publication of any information as to which confidential treatment is accorded
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under the preceding sentence (subject to the same exception as set forth in sec-

tion 3604(g)(3)).

“(d) CANCELLATION.—If the Postal Regulatory Commission determines that an
action proposed to be taken under this section fails to meet either of the conditions
set forth in subsection (b), the Commission shall, before the proposed action is
scheduled to be taken or to commence (as applicable), order that the proposed action
be canceled. A determination under this subsection shall be made in accordance
with such procedures as the Commission shall by regulation prescribe.

“§3764. Transfers of products between categories of mail

“(a) IN GENERAL.—Upon request of the Postal Service or users of the mails, or
upon its own initiative, the Postal Regulatory Commission may, after proceedings
conducted in conformity with subsection (d), transfer 1 or more products—

“(1) from the noncompetitive category of mail to the competitive category
of mail; or

. “(%) from the competitive category of mail to the noncompetitive category
of mail.

“(b) CRITERIA.—

“(1) IN GENERAL.—A decision under this section shall be made in accordance
with the policies of this title and the criteria set forth in section 3761(b}2).

“(2) EXCLUSION OF PRODUCTS COVERED BY POSTAL MONOPOLY.—A product
covered by the postal monopoly shall not be subject to transfer under this sec-
tion from the noncompetitive category of mail. For purposes of the preceding
sentence, the term ‘product covered by the postal monopoly’ means any product
the conveyance or transmission of which, under section 1696 of title 18, is re-
served to the United States, subject to the same exception as set forth in the
last sentence of section 409(d)(1).

“(3) ADDITIONAL CONSIDERATIONS.—In making any decision under this sec-
tion, due regard shall be given to—

“A) the availability and nature of enterprises in the private sector en-
gaged in the delivery of the product involved; and

“(B) the views of those who use the product involved on the appro-
priateness of the proposed action.

“(c) TRANSFERS OF SUBCLASSES AND OTHER SUBORDINATE OR FURTHER SUBORDI-
NATE UNITS ALLOWABLE.—Nothing in this title shall be considered to prevent trans-
fers under this section from being made by reason of the fact that they would in-
volve only some (but not all) of the subclasses or other subordinate or further subor-
dinate units of the class of mail or type of postal service involved.

“(d) REQUIREMENTS.—Proceedings required to be conducted in accordance with
this subsection—

“(1) shall provide the opportunity for a hearing on the record under sections
556 and 557 of title 5 to the Postaf{ Service, users of the mail, and an officer
of the Postal Regulatory Commission who shall be required to represent the in-
terests of the general public;

“(2) may include rules of proceedings that provide for any procedure or
other matter listed under section 3733(b)2); and

“(3) shall require that any final decision be accompanied by a statement
setting forth the reasons therefor.

Paragraph (8) of section 3733(b) (relating to printing and notice requirements) shall
apply with respect to each Commission decision and related record of Commission
hearings under this section.

“§3765. Transition provisions for new or transferred noncompetitive prod-
ucts

“(a) IN GENERAL.—In the case of a product that becomes assigned to the non-
competitive category of mail under section 3762 or that is transferred from the com-
petitive to the noncompetitive category of mail under section 3764—

“1) the maximum rate initially allowable for such product after that as-
signment or transfer shall be determined in accordance with subsection (b); and
“(2) the initial range allowable for such product after that assignment or

transfer shall be determined in accordance with subsection (c).

“(b) MAXIMUM RATE INITIALLY ALLOWABLE.—The maximum rate allowable dur-
ing the first year in which a product subject to this subsection is offered shall be
determined in a manner similar to the special rule under section 3732(c)4), subject
to the following:

“(1) TRANSFERRED PRODUCTS.—In the case of any product that becomes a
noncompetitive product pursuant to a transfer under section 3764, the rate last
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in effect for such product (before the effective date of its transfer) shall be treat-

ed as its ‘baseline rate’.

“(2) OraER PRODUCTS.-—In the case of any product assigned to the non-
competitive category of mail pursuant to section 3762, the ‘baseline rate’ for
such product shall be determined under subchapter II- of chapter 36 pursuant
to the request made under section 3762{a)}2) with respect thereto.

{c) RanGE INITIALLY ALLOWABLE.—The range allowable during the first year in
which a product subject to this subsection is offered shall be determined in accord-
ance with section 3732(d), deeming the rate determined for such product under sub-
section (b) of this section to be the rate specified by paragraphs (1)(A) and (2)A)
of section 3732(d).

“SUBCHAPTER VIIREPORTING REQUIREMENTS AND RELATED
PROVISIONS

“§3771. Aninual reports by the Commission

“(a) IN GENERAL.—The Postal Regulatory Commission shall render an annual
report to the President and the Congress concerning the operations of the Commis-
sion under this title.

“(b) ADDITIONAL INFORMATION.~—In addition to the information required under
subsectien (a), each report under this section shall alse include, with respect to the
period covered by such report, an estimate of the costs incurred by the Pestal Serv-
ice in providing—

“(1) postal services to areas of the Nation where, in the judgment of the

Postal Regulatory Commission, the Postal Service either would not provide

services at all or would not provide such services in accordance with the re-

quirements of this title if the Postal Service were not required to provide
prompt, reliable, and efficient services o patrons in all areas and all commu-

nities, including as required under the first sentence of section 101(b);

2} free or reduced rates for postal services as required by this title; and
“(3) other public services or activities which, in the judgment of the Postal

Regulatory Commission, would not otherwise have been provided by the Postal

Service but for the requirements of law.

The Commission shall detail the bases for ifs estimates and the statutory require-
ments giving rise to the costs identified in each report under this section.

“(c) INFORMATION FROM POSTAL SERVICE.—The Postal Service shall provide the
Postal Regulatory Commission with such information as may, in the judgment of the
Commission, be necessary in order for the Commission to prepare its reports under
this section.

“$ 83772, Annual reports to the Commission
“(a) COSTS, REVENUES, AND RATES.—

“(1) IN GENERAL.—Except as provided in subsection (c), the Postal Service
shall, no later than 90 days after the end of each year, prepare and submit to
the Postal Regulatory Commission a report {(togeéther with such nonpublic annex
thereto as the Commission may require under subsection (e)) analyzing costs,
revenues, and rates in sufficient detail to demonstrate that the rates in effect
for all products during such year (including, for purposes of section 3744, rates
for all competitive products collectively) complied with all applicable require-
ments of this title.

“(2) AUDITING REQUIREMENT.—Before submitting a report (and any annex
thereto) under paragraph (1), the Postal Service shall have the information con-
tained in such report (and annex) audited by the Inspector General. The results
of any such audit shall be submitted along with the report to which it pertains.
“(b) QUALITY OF SERVICES.—Except as provided in subsection (c), the Postal

Service shall, no later than 90 days after the end of each year, prepare and submit
to the Postal Regulatory Commission a report (together with such nonpublic annex
thereto as the Comimission may regquire under subsection (e)) which shall, for each
noncompetitive product provided in such year, provide—

(1) market information, including mail volumes; and

“(2) measures of the speed and reliability of pestal service, including—

“(A) the service standard applicable to such product;
“(B) the actual level of service (described in terms of speed of delivery
and reliability) provided; and
“C) the degree of customer satisfaction with the service provided.
“(c) MARKET TESTS.—In carrying out subsections (a) and (b) with respect to ex-
perimental products offered through market tests under subchapter V in a year—
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“(1) the Postal Service may, to the extent that a test under section 3751
or 3752 is involved, report summary data on the costs, revenues, and quality
of service by market test; and

%(2) the Postal Service shall, to the extent that a test under section 3753
is involved, report such data as the Postal Regulatory Commission requires.

“(d) SUPPORTING MATTER.—The Postal Regulatory Commission shall have ac-
cess, in accordance with such regulations as the Commission shall prescribe, to the
working papers and any other supporting matter of the Postal Service and the In-
spector General in connection with any information submitted under this section.

“(e) CONTENT AND FORM OF REPORTS.—

“1) IN GENERAL.—The Postal Regulatory Commission shall, by regulation,
prescribe the content and form of the public reports (and any nonpublic annex
and supporting matter relating thereto) to be provided by the Postal Service
under this section. In carrying out this subsection, the Commission shall give
due consideration to—

“A) providing the public with adequate information to assess the law-
fulness 0? rates chargedl;J

“B) avoiding unnecessary or unwarranted administrative effort and ex-
pense on the part of the Postal Service; and

“C) protecting the confidentiality of commercially sensitive informa-
tion.

“(2) REVISED REQUIREMENTS.—The Commission may, on its own motion or
on request of an interested party, initiate proceedings (to be conducted in ac-
cordance with regulations that the Commission shall prescribe) to improve the
quality, accuracy, or completeness of postal service data required by the Com-
mission under this subsection whenever it shall appear that—

“(A) the attribution of costs or revenues to postal products has become
significantly inaccurate or can be significantly improved;

“(B) the quality of service data has become significantly inaccurate or
can be significantly improved; or

“(C) such revisions are, in the judgment of the Commission, otherwise
necessitated by the public interest.

“(f) CONFIDENTIAL INFORMATION.—

“(1) IN GENERAL.—If the Postal Service determines that any document or
portion of a document, or other matter, which it provides to the Postal Regu-
latory Commission in a nonpublic annex under this section or pursuant to sub-
section (d) contains information which is described in section 410(c) of this title,
or exempt from public disclosure under section 552(b) of title 5, the Postal Serv-
ice shall, at the time of providing such matter to the Commission, notify the
Commission of its determination, in writing, and describe with particularity the
documents (or portions of documents) or other matter for which confidentiality
is sought and the reasons therefor.

“(2) TREATMENT.—Any information or other matter described in paragraph
(1) to which the Commission gains access under this section shall be subject to
Earagraphs (2) and (3) of section 3604(g) in the same way as if the Commission

ad received notification with respect fo such matter under section 3604(g)1).

“(g) OTHER REPORTS.—The Postal Service shall submit to the Postal Regulatory
Commission, together with any other submission that it is required to make under
this section in a year, copies of its then most recent—

“(1) comprehensive statement under section 2401(e);

“(2) performance plan under section 2803; and

“(8) program performance reports under section 2804.

“§8773. Annual determination of compliance

“(a) PROFITS DEFINED.—For purposes of this section, the term ‘profits’, with re-

spect to a year, means the amount by which—
“(1) total revenues of the Postal Service attributable to such year, exceeds
“2) total costs of the Postal Service (including institutional costs) attrib-
utable to such year,
as determined based on the report under section 3772(a) for such year.

“(b) OPPORTUNITY FOR PUBLIC COMMENT.—After receiving the reports required
under section 3772 for any year, the Postal Regulatory Commission shall promptly
provide an opportunity for comment on such reports by users of the mails, affected
parties, and an officer of the Commission who shall be required to represent the in-
terests of the general public.

“(¢c) DETERMINATION OF COMPLIANCE.—Not later than 90 days after receiving
the submissions required under section 3772 with respect to a year, the Postal Reg-
ulatory Commission shall make a written determination as to whether—
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“(1) any rates or fees in effect during such year (for products individually
or collectively) were not in compliance with applicable provisions of this title;
“(2) any performance goals established under section 2803 or 2804 for such
year were not met; and
}1“(3) any noncompetitive product failed to meet any service standard during
_such year.

.M d)y IF No NONCOMPLIANCE IS Founn.—If, for a year, no instance of noncompli-
ance is determined under subsection (¢) (or no determination under subsection (c)
is timely made), then, up to 100 percent of the profits attributable to such year (if
any) may be used by the Postal Service for the purposes described in subsection ().

“(e) Ir ANY NONCOMPLIANCE IS FOUND.—If, for a year, a timely determination
of noncompliance is made under subsection (¢)—

“(1XA) the Postal Regulatory Commission may order, based on the nature,
circumstances, extent, and seriousness of the noncompliance, that a specific per-
centage (not to exceed 50 percent) of the profits attributable to such year (if
any) be set aside for the purposes described in subsection (g); and

“(B) the remainder (or any portion) of those profits may be used by the
Postal Service for the purposes described in subsection (f); and

“(2) the Commission may, in the case of any violation as to which a remedy
could be ordered by the Commission under section 3662(c), order any such rem-
edy under this section.

“(f) BONUSES.—

“1) IN GENERAL~The Postal Service shall establish a2 program under
which cash bonuses may be paid to officers and employees of the Postal Service
out of any profits which are available for that purpose.

“2) REQUIREMENTS.~—Under the program—

“(A) bonuses may be paid to officers and employees of the Postal Serv-
ice under criteria which shall be fair and equitable;

“B) the sole source of funding shall be any profits from any year, sub-
ject to the application of subsection {e}(1) with respect to such year; and

“C) bonuses shall not be precluded (in whole or in part) by the limita-
pfi'on on compensation under the last sentence of section 1003(a) in a year,

i N
“(i) total profits atiributable to the preceding year, exceed
“(ii} the amount equal to 1 percent of total revenues of the Postal

Service attributable to such preceding year.

“3) DISCRETIONARY NATURE OF PROGRAM.—Nothing in this section shall be
considered to create any entitlement to receive bonuses or to require that any
portion of the profits from any year be used for bonuses in excess of whatever
amount the Postal Service, in its sole discretion, considers appropriate.

“(4) CONSIDERATIONS RELATING TO THE PORTION OF PROFITS TC BE AVAIL-
ABLE FOR BONUSES.—In any decision relating to what portion of the available
profits from any year shall be made available or used for bonuses under this
subsection, there shall be taken into consideration—

“(A) the obligation on the part of the Postal Service to provide efficient
and economical postal services in accordance with this title; and

d"(B) the question of what portion of those profits (if any) should be
used—
“(i) to retire debts or other ¢bligations of the Postal Service;
“(ii) to Hmit future increases in postal rates or fees for products in
the noncompetitive category of mail; or
“(iii) to carry out any other purpose.
“(g) DEDICATION OF FUNDS TOWARD REDUCING RATES AND FEES.—

“(1) IN GENERAL.—Any amounts ordered to be set aside under subsection
(eX1)(A) may not be used for any purpose other than to defray increases in fu-
ture rates and fees for products in the noncompetitive category of mail or to re-
duce the rates and fees already in effect for such products.

“(2) COMPLIANCE.—Whenever an order under paragraph (1XA) or (2} of sub-
section (e) is issued, the Postal Service shall include in its next comprehensive
statement under section 2401(e) (and each subsegquent statement thereunder
until such order has been fully complied with) a statement as to—

“(A) what measures have been or will be implemented in order to com-
ply with the order, including the schedule in accordance with which any
amounts set aside pursuant to an order issued under subsection (e)(1XA)
shall be used or made available for the purposes described in paragraph (1);

nd
“(B) if (or to the extent that) an order under subsection (e)(1)A) is in-
volved—
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“(i) the amount of savings actually passed on to mailers during the
reporting peried (whether through reduced rates and fees or otherwise),
as compared to the amount of savings scheduled to have been passed
on to mailers during such period; and

“(ii) to the extent that the amount of savings actually passed on to
mailers is less than the amount scheduled to have been passed on to
mailers during a reporting period, what measures (if any) have been or
will be implemented to reconcile the difference.

“(3) NONREDUNDANT INFORMATION.—Nothing in paragraph (2) shall be con-
sidered to require that the same information be reported if included in a pre-
vious report under this subsection.

“(h) REPORTING REQUIREMENT RELATING TO BONUSES.—Included in its com-
prehensive statement under section 2401(e) for any period shall be—

“(1) the name of each person receiving a bonus during such period which
would not have been allowable but for the provisions of subsection (fY(2)C);

“(2) the amount of the bonus; and

“(3) the amount by which the limitation referred to in subsection (f)(2)(C)
was exceeded as a result of such bonus.

“§ 8774, Other reports
“The Postal Regulatory Commission shall, at least every 6 years, render a re-
port to the President and the Congress concerning—
“(1) the operation of the system consisting of chapter 36 and this chapter;
and :
“(2) recommendations for any legislation or other measures necessary to im-
prove the effectiveness or efficiency of that system.”.
(b) CLERICAL AMENDMENT.—The table of chapters for part IV of title 39, United
States Code, is amended by adding at the end the following:

“37. New System for Establishing Postal Rates, Classes, and Serv-
BOBS ettt e e e st en .. 3701,

SEC. 202. AMENDMENTS TO CHAPTER 36.
(a) AUTHORITY TO Frx RATES AND CLASSES.—Section 3621 of title 39, United
States Code, is amended—
1) in the first sentence by striking “this chapter” and inserting “this chap-
ter and chapter 37”; and
(2) by repealing the last 2 sentences.
(b) RATES AND FEES.—

(1) IN GENERAL.—The first sentence of section 3622(a) of title 39, United
States Code, is amended to read as follows: “Whenever necessary in order te
provide for the establishment of any baseline rate needed for purposes of section
3762(a) (relating to certain new noncompetitive products), the Postal Service
shall request the Postal Regulatory Commission to submit a recommended deci-
sion on changes in a rate or rates of postage or in a fee or fees for postal serv-
ices in accordance with the policies of this title and applicable provisions of
chapter 37.”.

(2) CONFORMING AMENDMENTS.—Such section 3622(a) is further amended—

(A) by striking “(a)” and inserting ‘“(a)(1)”; and
(B) by adding at the end the following:
“2) A request under this subsection may not be submitted except in the cir-
cumstance described in paragraph (1).”.
{¢) MAIL CLASSIFICATION.—
(1) REPEAL.—Section 3623 of title 39, United States Code, is amended by
striking subsection (a) and by redesignating subsections (b) through (d) as sub-
sections (a) through (¢), respectively.
(2) MODIFIED AUTHORITY.—Subsection (a) of section 3623 of title 39, United
States Code, as so redesignated by paragraph (1), is amended to read as follows:
“(a) The Postal Service may from time to time request that the Postal Regu-
latory Commission submit, or the Commission may submit to the Directors on its
own initiative, a recommended decision on changes in the mail classification sched-
ulg for noncompetitive products (within the meaning of subchapter III of chapter
37).”.

(d) RECOMMENDED DECISIONS OF COMMISSION.~—Subsection (¢) of section 3624
of title 39, United States Code, is amended—

(1) in paragraph (1) by striking “a request under section 3622 of this title
for a recommended decision by the Commission on changes in a rate or rates
of postage or in a fee or fees for postal services” and inserting “a request under
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section 3623 for a recommended decision by the Commission on changes in the

mail classification schedule or a request under section 3762 for a recommended

decision by the Commission on the baseline rate and classification for a new
noncompetitive product,”; and

(2) 1n paragraph (2) by striking “3622” and inserting “3623 or 3762 (as ap-
plicable)”.

(e) APPELLATE REVIEW.—

(1) APPEALABILITY OF ADJUSTMENT FACTOR AND PRODUCT TRANSFER DECI-
SIONS.—The first sentence of section 3628 of title 39, United States Code, is
amended—

(A) by striking “A decision” and inserting “(a} A decision”;

(B) by inserting before “may be appealed” the following: “on a request
made under section 3623 or 3762, and any final decision by the Commission
under section 3733 or 3764,”; and

(C) by striking “3624(a) of this title” and inserting “3624(a), 3733(b),
3762(b), or 3764(d) (as the case may be)”.

(2) APPEALS FROM ALL OTHER FINAL ORDERS OF THE COMMISSION.—

{A) TITLE 39 AMENDMENT.—Section 3628 of title 39, United States Code,
is amended by adding at the end the following:

“(b) Any proceeding to enjoin, set aside, annul, or suspend any order of the Post-
al Regulatory Commission (except any order appealable under subsection (a)) shall
be brought as provided by and in the manner prescribed in chapter 158 of title 28.”,

(B) TITLE 28 AMENDMENTS.—

(i) DEFINITIONS.—Subparagraph (A) of section 2341(3) of title 28,

United States Code, is amended by inserting “the Postal Regulatory

Commission,” after “the Federal Maritime Commission,”.

(i) ORDERS APPEALABLE.—Section 2342 of title 28, United States

Code, is amended by striking “and” at the end of paragraph (6), by

striking the period at the end of paragraph (7) and inserting *; and”,

and by adding at the end the following:

#(8) all final orders of the Postal Regulatory Commission made reviewable
by section 3628(h) of title 39.”.

(3) CONFORMING AMENDMENTS.—Sections 3625 and 3681 of title 39, United
S;:zétz;es( C)ode, are amended by striking “8628” each place it appears and inserting
% 8 a ”.

(f) TEMPORARY RATES AND CLASSES.—

(1) NECOTIATED SERVICE AGREEMENTS.—Section 3641 of title 39, United
States Code, is amended to read as follows:

“§3641. Negotiated service agreementis

“(a) The Postal Serviee may enter into negotiated service agreements with users
of postal services in accordance with this section. A negotiated service agreement
under this section shall—

“(1) pertain exclusively to products in the noncompetitive category of mail
{within the meaning of subchapter III of chapter 37);

“(2) require that the contracting mail user perform mail preparation, proc-
essing, transportation, administration, or other functions that are in addition to
or greater than those required of mailers under provisions of the mail classifica-
tion schedule established pursuant to section 3623(b);

“(3) provide for the payment by the contractin% mail user of liquidated dam-
ages to the Postal Service for nonperformance or breach of any of the material
terms of the agreement, including any minimum volume commitments; the
amount of such liquidated damages shall not be less than the difference be-
tween postage and fees paid by such mail user pursuant to the agreement and
the amounts such user would have paid under the otherwise applicable sched-
ule of rates and fees;

“(4) be for a term of not to exceed 3 years; and

“(5) provide that such agreement, and any amendment or renewal thereof,
shall not become effective until approved by the Postal Regulatory Commission,
and is subject to the cancellation authority of the Commission under section
3662(c).

“(b) Within 1 year after this subsection takes effect, the Postal Regulatory Com-
mission shall adopt rules for the consideration of negotiated service agreements be-
tween the Postal Service and users of postal services, which meet the requirements
of subsections (¢} and (d).

“(c) Upon receipt of a proposed negotiated service agreement entered into by the
Postal Service under subsection (a), or any amendment or renewal thereof, the Post-
al Regulatory Commission shall render a decision upon review of the agreement,



23

22

after notice and opportunity for comment by interested parties in accordance with
section 553 of title 5, pursuant to the regulations adopted by the Commission under
subsection (b). The Commission shall approve and recommend implementation of a
proposed negotiated service agreement (or any amendment or renewal thereof) un-
less, on the basis of the written data, views, and arguments received, it finds, within
90 days after receipt of the proposed agreement, amendment, or renewal (subject
to the same type of day-for-day extension as set forth in section 3733(b)(4)(B) for
failure by the Postal Service to respond to any lawful order of the Commission),
that—
“(1) the proposed agreement (or amendment or renewal, as applicable)—
“(A) does not satisfy the conditions and requirements of subsection (a);
“B) precludes or materially hinders similarly situated mail users from
entering into agreements with the Postal Service on the same, or substan-
tially the same, terms and conditions; or
“(C) cannot reasonably be expected to result in net benefits to the oper-
ation of a nationwide postal system;
“2) the Postal Service is unwilling or unable to enter into such negotiated
service agreements with other similarly situated mail users; or
“3) rates and fees payable during the term of the proposed negotiated serv-
ice agreement are not reasonably calculated to yield to the Postal Service total
revenues that equal or exceed the sum of—
“(A) the direct and indirect postal costs attributable to services per-
formed by the Postal Service under the agreement; and
“B) a portion of all other costs of the Postal Service that are equal, on
an average unit basis, to the portion of such costs reasonably assignable to
the classification or classifications of mail service most similar to the serv-
ices performed under the agreement.

“(d) Whenever it disapproves a proposed negotiated service agreement, the Post-
al Regulatory Commission shall provide written notice to that effect, together with
the reasons therefor.

“(e) Any decision to approve or disapprove a proposed negotiated service agree-
ment (or amendment or renewal, as applicable) shall be subject to judicial review
in accordance with section 3628(b).

“(f) Nothing in subsections (a) through (e) shall be considered to limit or other-
wise affect any authority available to the Postal Service under section 3763.”.

(2) CONFORMING AMENDMENT.—The table of sections at the beginning of
chapter 36 of title 39, United States Code, is amended by striking the item re-
lating to section 83641 and inserting the following:

“3641. Negotiated service agreements.”.

(g) RATE AND SERVICE COMPLAINTS.—Section 3662 of title 39, United States
Code, is amended to read as follows:

“§ 3662. Rate and service complaints

“(a) Interested parties (including an officer of the Postal Regulatory Commission
representing the interests of the general public) who believe the Postal Service is
charging rates which do not conform to the policies set out in this title, who believe
that the Postal Service is not providing postal service in accordance with the policies
of this title, or who believe that the Postal Service is otherwise not acting in con-
formance with the policies of this title, may lodge a complaint with the Postal Regu-
latory Commission in such form and in such manner as it may prescribe.

“b)(1) The Postal Regulatory Commission shall, within 90 days after receiving
a complaint under subsection (a), either—

“(A) begin proceedings on such complaint in conformity with section

3764(d)(1); or

“(B) issue an order dismissing the complaint (together with a statement of
the reasons therefor).

“(2) For purposes of section 3628(b), any complaint under subsection (a) on
which the Commission fails to act in the time and manner required by paragraph
(1) shall be treated in the same way as if it had been dismissed pursuant to an
order issued by the Commission on the last day allowable for the issuance of such
order under paragraph (1).

N 1i‘(c) If the Postal Regulatory Commission finds the complaint to be justified, it
shall—

“(1) in a classification matter covered by section 3623 or 3762, after pro-

ceedings in conformity with section 3624, issue a recommended decision which

shall be acted upon in accordance with the provisions of section 3625;



24

23

“(2) in a matter involving a viclation of any limitation under section 3732
(relating to limitations on rates for noncompetitive products), order the unlawful
rates to be adjusted to lawful levels and the taking of such other action as it
deems appropriate;

“(8) in a matter involving a violation of section 3743(a) (relating to costs-
attributable requirement for competitive products) or section 3763(b) (relating
to conditions to be met by new competitive products), order the unlawful rates
to be adjusted to lawful levels and the taking of such other action as it deems
appropriate;

“(4) in a matter involving a violation of section 3641, order the payment of
liquidated damages in accordance with the provisions included in the agreement
involved pursuant to the requirements of section 3641(a)(3) or the cancellation
of such agreement;

“(5) in a matter involving a violation of section 403(c), order the taking of
such action as it deems appropriate;

“(6) in a matter involving a violation of any provision of subchapter V of
chapter 37 (relating to market tests of experimental products), order the can-
cellation of the testing involved or the taking of such other action as it deems
appropriate;

“(7) in a matter involving a violation of section 404a, order the rescission
of any regulation involved or the taking of such action as it deems appropriate;

“(8) in a matter involving a violation of section 2012(f) (relating to the mini-
mum amount to be charged by the Postal Service for goods or services provided
to any corporation established under section 2012), order that the Postal Service
increase its prices to at least the minimum levels required;

“(9) in a matter involving the Postal Service’s providing a nonpostal product
that is not permitted under paragraph (6) of section 404(a), order that the Post-
al Service cease providing such product; and

“(10) in a matter not otherwise covered by any of the preceding provisions
of this subsection, render a public report thereon.

“(d) In addition, in cases of deliberate noncompliance with the requirements of
this title, the Postal Regulatory Commission may order, based on the nature, cir-
cumstances, extent, and seriousness of the noncompliance, a fine (in the amount
specified by the Commission in its order) for each incidence of noncompliance. Fines
resulting from the provision of competitive products (within the meaning of sub-
chapter IV of chapter 37) shall be paid out of the Competitive Products Fund estab-
lished in section 2011. All receipts from fines imposed under this subsection shall
be deposited in the general fund of the Treasury of the United States.”.

(h) LIMITATIONS.—Section 3684 of title 39, United States Code, is amended—

(1) by inserting “and no provision of chapter 37" after “no provision of this
chapter”; and

(2) by striking “any provision of section 3682 or 3683 or chapter 30, 32, or
34 of this title.” and inserting “any provision of this title.”.

(i) REDUCED RATES.—Effective as of the date of enactment of this Act, subclause
(VIf)‘ ﬁf section 3626(a)(3)(B)(ii) of title 39, United States Code, is amended to read
as follows:

“VI) one-half (or less, as the Postal Service may prescribe), for any fiscal
year after fiscal year 1998.”.

(j> REGULATIONS OF THE COMMISSION.—Effective as of the date of enactment of
this Act, section 3603 of title 39, United States Code, is amended by striking “this
chapter.” and inserting “this title.”.

(k) EFFECTIVE DATE.—Except as provided in subsection (i) or (j), this section
and the amendments made by this section shall become effective on the date as of
which the baseline rates are determined under section 3721(e)2) of title 39, United
States Code (as amended by section 201).

SEC. 203. POSTAL SERVICE COMPETITIVE PRODUCTS FUND.

(a) ESTABLISHMENT.—

(1) IN GENERAL.—Chapter 20 of title 39, United States Code, is amended
by adding at the end the following:

“§2011. Postal Service Competitive Products Fund

“(a) There is established in the Treasury of the United States a revolving fund
to be called the Postal Service Competitive Products Fund which shall be available
to the Postal Service without fiscal-year limitation for the payment of all attrib-
utable costs, institutional costs, and other expenses incurred by the Postal Service
in providing competitive products.
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“(b) There shall be deposited in the Postal Service Competitive Products Fund,
subject to withdrawal by the Postal Service—
“(1) revenues from competitive products;
“(2) amounts received from obligations issued by the Postal Service under
this section;
“3) interest which may be earned on investments of the Postal Service
Competitive Products Fund; and
“(4) any amounts transferred from the Postal Service Fund under sub-

section (j).

“(c) The receipts and disbursements of the Postal Service Competitive Products
Fund shall be accorded the same budgetary treatment as is accorded to receipts and
disbursements of the Postal Service Fund under section 2009a.

“(d)(1) If the Postal Service determines that the moneys of the Postal Service
Competitive Products Fund are in excess of current needs, it may invest such
amounts as it deems advisable in any of the following:

“(A) A corporation established under section 2012.
“(B) Such other investments as it considers appropriate.

“(2XA) Nothing in paragraph (1)(B) shall be considered to constitute authority
for the Postal Service to invest in the obligations or securities of, or to make any
other investment with respect to, a commercial entity.

“B) For purposes of this paragraph, the term ‘commercial entity’ means any
corporation, company, association, partnership, joint stock company, firm, society, or
other similar entity, as further defined under regulations prescribed by the Postal
Regulatory Commission.

“(e) The Postal Service, in its sole discretion, may provide that amounts which
would otherwise be deposited in the Postal Service Competitive Products Fund shall
instead be directly deposited in a Federal Reserve bank or a depository for public
funds selected by the Postal Service, and may provide for transfers of amounts
under this subsection between or among such accounts and the Postal Service Com-
petitive Products Fund.

“(f) A judgment against the Postal Service or the Government of the United
States arising out of activities of the Postal Service in the provision of competitive
products (as determined under regulations which the Postal Regulatory Commission
shall prescribe, in consultation with the Postal Service) shall be paid out of the Post-
al Service Competitive Products Fund.

“(g)X(1) Subject to the limitations specified in section 2005(a) (applied in accord-
ance with paragraph (2)), the Postal Service is authorized to borrow money and to
issue and sell such obligations as it determines necessary to provide for competitive
products and deposit such amounts in the Postal Service Competitive Products
Fund, except that the Postal Service may pledge only the assets of the Postal Serv-
ice Competitive Products Fund and pledge and use its revenues and receipts for the
payment of the principal of or interest on such obligations, for the purchase or re-
demption thereof, and for other purposes incidental thereto, including creation of re-
serve, sinking, and other funds which may be similarly pledged and used, to such
extent and in such manner as it deems necessary or desirable. -

“(2) For purposes of applying any limitation under section 2005(a), the aggre-
gate amount of obligations issued by the Postal Service which are outstanding at
any given time, and the net increase in the amount of obligations outstanding
issued by the Postal Service for the purpose of capital improvements or for the pur-
pose of defraying operating expenses of the Postal Service in any fiscal year, shali
be determined by aggregating all outstanding obligations so issued by the Postal
Service under section 2005 with all outstanding obligations so issued by the Postal
Service under this section.

“(h) The Postal Service may enter into binding covenants with the holders of
such obligations, and with the trustee, if any, under any agreement entered into in
connection with the issuance thereof with respect to the establishment of reserve,
sinking, and other funds, application and use of revenues and receipts of the Postal
Service Competitive Products Fund, stipulations concerning the subsequent issuance
of obligations or the execution of leases or lease purchases relating to properties of
the Postal Service and such other matters as the Postal Service deems necessary
or desirable to enhance the marketability of such obligations.

“(i) Obligations issued by the Postal Service under this section shall—

“(1) not be purchased by the Secretary of the Treasury;

“(2) not be exempt either as to principal or interest from any taxation now
or hereafter imposed by any State or local taxing authority;

“8) not be obligations of, nor shall payment of the principal thereof or in-
terest thereon be guaranteed by, the Government of the United States, and the
obligations shall so plainly state; and
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“(4) notwithstanding the provisions of the Federal Financing Bank Act of
1973 or any other provision of law (except as may be specifically provided by
reference to this paragraph in any Act enacted after this paragraph takes ef-
fect), not be eligible for purchase by, or commitment to purchase by, or sale or
issuance to, the Federal Financing Bank.

“(#) The Postal Service shall, on the first day of the first year beginning on or
after the date as of which the baseline rates are determined under section
3721(e)(2), transfer from the Postal Service Fund to the Postal Service Competitive
Products Fund an amount that, as determined by the Postal Regulatory Commission
(after notice and opportunity for comment by interested parties in accordance with
section 553 of title 5), fairly reflects the net value of assets and liabilities which may
be attributed wholly or primarily to competitive products.

“(k) The Postal Service shall render an annual report to the Secretary of the
Treasury concerning the operation of the Postal Service Competitive Products Fund,
in which it shall address such matters as risk limitations, reserve balances, alloca-
tion or distribution of moneys, liquidity requirements, and measures to safeguard
against losses. A copy of its then most recent report under this subsection shall be
included together with any other submission that it is required to make to the Post-
al Regulatory Commission under section 3772(g).

“(l) For purposes of this section, the term ‘competitive product’ has the meaning
given such term by section 3701.”.

(2) CLERICAL AMENDMENT.—The table of sections at the beginning of chap-
ter 20 of title 39, United States Code, is amended by adding after the item re-
lating to section 2010 the following:

“2011. Postal Service Competitive Products Fund.”.

(b) TECHNICAL AND CONFORMING AMENDMENTS.—

(1) CAPITAL OF THE POSTAL SERVICE.—Section 2002(b) of title 39, United
States Code, is amended by striking “Fund,” and inserting “Fund and the bal-
ance in the Postal Service Competitive Products Fund,”.

(2) POSTAL SERVICE FUND.—

(A) PURPOSES FOR WHICH AVAILABLE.—

(i) IN GENERAL.—Section 2003(a) of title 39, United States Code, is
amended by striking “title.” and inserting “title (other than any of the
purposes, functions, or powers for which the Postal Service Competitive
Products Fund is available).”.

(ii) CONFORMING AMENDMENT.—Section 2003(e)1) of title 39,
United States Code, is amended by inserting after “as provided by law”
the following: “(subject to the same limitation as set forth in the par-
enthetical matter under subsection (a))”.

(B) Deposits.—Section 2003(b) of title 39, United States Code, is
amended by striking “There” and inserting “Except as otherwise provided
in section 2011, there”.

(3) INVESTMENTS.—Subsection (c) of section 2008 of title 39, United States
Code, is amended—

(A) by striking “(c) If” and inserting “(c)(1) Except as provided in para-
graph (2), if’; and

(B) by adding at the end the following:

“(2) Nothing in this subsection shall be considered to authorize any investment
in any obligations or securities of a commercial entity (as defined by section
2011(d)2)(B)), including any corporation established under section 2012.”.

(4) OBLIGATIONS.—

(A) PURPOSES FOR WHICH ISSUANCE IS ALLOWED.—The first sentence of
section 2005(a)}(1) of title 39, United States Code, is amended by striking
“title.” and inserting “title (other than any of the purposes for which the
corresponding authority is available to the Postal Service under section
2011).”.

(B) SPECIAL RULE FOR APPLYING LIMITATIONS.—Paragraph (1) of section
2005(a) of title 39, United States Code, is amended by adding at the end
the following: “The limitations under the second and third sentences of this
subsection shall be applied in accordance with section 2011(g)2).”.

(5) RELATIONSHIP BETWEEN THE TREASURY AND THE POSTAL SERVICE.—Sec-
tion 2006(c) of title 39, United States Code, is amended by inserting “under sec-
tion 2005” before “shall be obligations”.

SEC. 204. USPS CORPCRATION.

(a) ESTABLISHMENT.—Chapter 20 of title 39, United States Code, is amended by
adding after section 2011 (as added by section 203) the following:
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“§2012, USPS Corporation

“(a) The Board of Directors may establish a private for-profit corporation under
the laws of a State to be known as the USPS Corporation or such other corporate
name as may be duly adopted by the Corporation. The Board of Directors may serve
as incorporators of the Corporation and take all steps necessary to establish the
Corporation, including the filing of articles of incorporation consistent with the pro-
visions of this section.

“(b)(1) The Corporation shall not be an agency, instrumentality, or establish-
ment of the United States, a Government corporation, or a Government-controlied
corporation. Except as provided in this section, the Corporation shall not be consid-
ered part of the Postal Service. Financial obligations of the Corporation shall not
be obligations of, or guaranteed as to principal or interest by, the Postal Service or
the United States, and the cbligations shall so plainly state. No action shall be al-
lowable against the United States based on actions of the Corporation.

“(2) The receipts and disbursements of the Corporation shall be accorded the
same budgetary treatment as is accorded to receipts and disbursements of the Post-
al Service Fund under section 2009a.

“(c) The Corporation is authorized to issue and have outstanding, in such
amounts as it shall determine, shares of capital stock, without par value, which
shall carry voting rights and be eligible for dividends. Such shares may be pur-
chased only by the Postal Service Competitive Products Fund, in such amounts as
the Board of Directors of the Postal Service may deem appropriate.

“(d) Notwithstanding any provision of State law, the articles of incorporation
and bylaws of the Corporation shall provide that its board of directors shall be
named by the Board of Directors of the Postal Service. The restrictions on
postgovernment employment set out in section 207 of title 18 shall not apply to the
acts of an individual taken in carrying out official duties as a director, officer, or
employee of the Corporation if the individual was an officer or employee of the Post-
al Service (including a Director) continuously for a period of 12 months or longer
during the 24 months prior to employment with the Corporation.

“(e) The Corporation shall have all of the powers conferred upon it under the
laws of the State or States in which it is incorporated. The Corporation is specifi-
cally authorized—

“(1) to offer any postal or nonpostal product (other than a product covered

by the postal monopoly, as defined in section 3764(b)(2));

“(2) acquire shares of individual private companies; and
“(3) participate in joint ventures with individual private companies.

“(f) The Corporation may purchase goods and services from the Postal Service,
except that the Corporation must pay the Postal Service the same amount for such
goods or services as would be paid by similarly situated mailers or, if the goods or
services are not offered to the public by the Postal Service, amounts which represent
-fair market value.

“(g)(1) Insofar as the Corporation offers postal products which depend in sub-
stantial part on the services of the Postal Service, the Postal Service shall, to the
extent deemed appropriate by the Postal Regulatory Commission (and subject to
such requirements as the Commission may specify as to form and content), include
details of the activities of the Corporation (including sufficient information to dem-
onstrate that the requirements of subsection (f) are being complied with) in the an-
nual reports to the Commission required by section 3772.

“(2) In the event that, based on its review of the information submitted to it
by the Postal Service under paragraph (1), the Commission determines that the re-
quirements of subsection (f) are not being complied with, the Commission may issue
any order allowable under subsection (¢X8) or (d) of section 3662.

“(h) As used in this section, the term ‘State’ includes the District of Columbia.”,

(b) CLERICAL AMENDMENT.—The table of sections at the beginning of chapter 20
of title 39, United States Code, is amended by adding after the item relating to sec-
tion 2011 (as added by section 203) the following:

“2012. USPS Corporation.”. ‘

(c) EFFECTIVE DATE.—No authority under section 2012 of title 39, United States
Code (as amended by this section) shall be available until the first day of the first
year beginning on or after the date as of which the baseline rates are determined
under section 3721(e)(2).

SEC. 205. PGSTAL AND NONPOSTAL PRODUCTS.

(a) IN GENERAL—Section 102 of title 39, United States Code, as amended by
section 102(a) of this Act, is amended by striking “and” at the end of paragraph (4),
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by striking the period at the end of paragraph (5) and inserting a semicolon, and
by adding at the end the following:

“(6) ‘postal product’ refers to any service that provides for the physical de-
livery of letters, printed matter, or packages weighing up to 70 pounds, includ-
ing physical acceptance, collection, sorting, or transportation services ancillary
thereto; and

“(7T) ‘nonpostal product’ means any product or service offered by the Postal
Service (or that could have been offered by the Postal Service under section
404(a)B), as last in effect before the date of enactment of the Postal Moderniza-
tion Act of 1999) that is not a postal product.”.

(b) SPECIFIC POWERS.—

(1) IN GENERAL.—Paragraph (6) of section 404(a) of title 39, United States
Code, is amended to read as follows:

“(6)A) to continue providing or to abolish any nonpostal product first of-
fered by the Postal Service to the general public before January 1, 1994 (with
an{y nonpostal products not offered by the Postal Service to the general public
before January 1, 1994, to be provided by means of a private corporation orga-
nized under section 2012, if at all, instead of the Postal Service); and

“(B) with respect to any nonpostal products first offered by the Postal Serv-
ice to the general public during the period beginning on January 1, 1994, and
ending on the date of enactment of the Postal Modernization Act of 1999, to con-
tinue to offer such products, but only—

“(i) subject to clause (ii), until such products are transferred to the pri-
vate postal corporation (referred te in subparagraph (A)) in accordance with
such schedule and procedures as the Postal Regulatory Commission shall
by regulation prescribe; or

“(ii) until the first day of the first year of the first ratemaking cycle
(within the meaning of section 3733(a)), if the transfer described in clause
(i) has not been completed by such date.”.

(2) DEADLINE.—The regulations required under section 404(a)}(6)(B) of title
39, United States Code, as amended by this subsection, shall be prescribed in
time to become effective by the commencement of the first proceedings under
section 3738 of title 39, United States Code (relating to adjustment factors), as
added by section 201.

Subtitle B—Related Provisions

SEC. 211. AUTHORITY FOR POSTAL REGULATORY COMMISSION TO ISSUE SUBPOENAS.

Section 3604 of title 39, United States Code, is amended by adding at the end
the following:

“(f)(1) Any Commissioner of the Postal Regulatory Commission, any administra-
tive law judge appointed by the Commission under section 3105 of title 5, and any
employee of the Commission designated by the Commission may administer caths,
examine witnesses, take depositions, and receive evidence.

“(2) The Chairman of the Commission, any Commissioner designated by the
Chairman, and any administrative law judge appointed by the Commission under
section 3105 of title 5 may, with respect to any proceeding conducted by the Com-
mission under this title—

“(A) issue subpoenas requiring the attendance and presentation of testi-
mony of any individual, and the production of documentary or other evidence,
from any place in the United States, any territory or possession of the United
States, the Commonwealth of Puerto Rico, or the District of Columbia; and

“B) order the taking of depositions and responses to written interrog-
atories.

The written concurrence of a majority of the Commissioners then holding office
shall, with respect to each subpoena under subparagraph (A), be required in ad-
vance of its issuance.

“(3) In the case of contumacy or failure to obey a subpoena issued under this
subsection, upon application by the Commission, the district court of the United
States for the district in which the person to whom the subpoena is addressed re-
sides or is served may issue an order requiring such person to appear at any des-
ignated place to testify or produce documentary or other evidence. Any failure to
obey the order of the court may be punished by the court as a contempt thereof.

“(g)1) If the Postal Service determines that any document or other matter it
provides to the Postal Regulatory Commission pursuant to a subpcena issued under
subsection (), or otherwise at the request of the Commission in connection with any
proceeding or other purpose under this chapter or chapter 37, contains information
which is described in section 410(c) of this title, or exempt from public disclosure
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under section 552(b) of title 5, the Postal Service shall, at the time of providing such
matter to the Commission, notify the Commission, in writing, of its determination
(and the reasons therefor).

“(2) No officer or employee of the Commission may, with respect to any informa-
tion as to which the Commission has been notified under paragraph (1—

“(A) use such information for purposes other than the purposes for which
it is supplied; or

“(B) permit anyone who is not an officer or employee of the Commission to
have access to any such information.

“(3) Paragraph (2) shall not prevent information from being furnished under
any process of discovery established under this title in connection with a proceeding
under this chapter or chapter 37 which is conducted in accordance with sections 556
and 557 of title 5. The Commission shall, by regulations based on rule 26(c) of the
Federal Rules of Civil Procedure, establish procedures for ensuring appropriate con-
fidentiality for any information furnished under the preceding sentence.”.

SEC. 212. QUALIFICATION REQUIREMENTS FOR COMMISSIONERS AND DIRECTORS.

(a) COMMISSIONERS.—Section 3601(a) of title 39, United States Code, is amend-
ed by striking the third sentence and inserting the following: “The Commissioners
shall be chosen solely on the basis of their technical qualifications, professional
standing, and demonstrated expertise in economics, accounting, law, or public ad-
ministration, and may be removed by the President only for cause.”.

(b) DIRECTORS.—

(1) IN GENERAL.—Section 202(a) of title 39, United States Code, is amended
by striking “(a)” and inserting “(a)(1)” and by striking the fourth sentence and
inserting the following: “The Directors shall represent the public interest gen-
erally, and shall be chosen solely on the basis of their demonstrated ability in
managing organizations or corporations, in either the public or the private sec-
tor, similar in size or scope to the Postal Service. The Directors shall not be rep-
resentatives of specific interests using the Postal Service, and may be removed
only for cause.”.

(2) CONSULTATION REQUIREMENT.—Subsection (a) of section 202 of title 39,
United States Code, is amended by adding at the end the following:

%2) In selecting the individuals described in paragraph (1) for nomination for
appointment to the position of Director, the President should consult with the
Speaker of the House of Representatives, the minority leader of the House of Rep-
resentatives, the majority leader of the Senate, and the minority leader of the Sen-
ate.”.

(3) RESTRICTION.—Subsection (b) of section 202 of title 32, United States
Code, is amended by striking “(b)” and inserting “(b)(1)”, and by adding at the
end the following:

“(2)(A) Notwithstanding any other provision of this section, in the case of the
office of the Director the term of which is the first one scheduled to expire at least
4 months after the date of enactment of this paragraph—

“(i) such office may not, in the case of any person commencing service after
that expiration date, be filled by any person other than an individual chosen
from among persons nominated for such office with the unanimous concurrence
of all labor organizations described in section 206(a)(1); and

“(ii) instead of the term that would otherwise apply under the first sentence
gf paragraph (1), the term of any person so appointed to such office shall be

ears.

“(B) Except as provided in subparagraph (A), an appointment under this para-
graph shall be made in conformance with all provisions of this section that would
otherwise apply.”.

(¢) APPLICABILITY.—Nothing in this section shall affect the tenure of any indi-
vidual serving as a Commissioner on the Postal Regulatory Commission or a Direc-
tor of the Board of Directors of the United States Postal Service pursuant to an ap-
pointment made before the date of enactment of this Act, or, except as provided in
the amendment made by subsection (b)3), any nomination made before such date
of enactment.

SEC. 213. APPROPRIATIONS FOR THE COMMISSION.

(a) AUTHORIZATION OF APPROPRIATIONS.—Subsection (d) of section 3604 of title
39, United States Code, is amended to read as follows:

“(d) There are authorized to be appropriated, out of the Postal Service Fund,
such sums as may be necessary for the Postal Regulatory Commission. In requesting
an appropriation under this subsection for a fiscal year, the Commission shall pre-
pare and submit to the Congress under section 2009 a budget of the Commission’s
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expenses, including expenses for facilities, supplies, compensation, and employee
benefits.”.
(b) BUDGET PROGRAM.—

(1) IN GENERAL.—The next to last sentence of section 2009 of title 39,
United States Code, is amended to read as follows: “The budget program shall
also include separate statements of the amounts which (1) the Postal Service
requests to be appropriated under subsections (b) and (¢) of section 2401, (2) the
Office of Inspector General of the United States Postal Service requests to be
appropriated, out of the Postal Service Fund, under section 8G({) of the Inspec-
tor General Act of 1978, and (3) the Postal Regulatory Commission requests to
be appropriated, out of the Postal Service Fund, under section 3604(d) of this
title.”.

(2) CONFORMING AMENDMENT.—Section 2003(e)1) of title 39, United States
Code, is amended by striking the matter before the second sentence and insert-
ing the following:

“(eX1) The Fund shall be available for the payment of all expenses incurred by
the Postal Service in carrying out its functions as provided by law and—

“(A) subject to the availability of amounts appropriated pursuant to section
3604(d), all of the expenses of the Postal Regulatory Commission; and

“(B) subject to the availability of amounts appropriated pursuant to section
8G(H) of the Inspector General Act of 1978, all of the expenses of the Office of
Inspector General.”.

(¢) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by this section shall apply with
respect to fiscal years beginning on or after October 1, 1999.

(2) SAVINGS PROVISION.—The provisions of title 39, United States Code, that
are amended by this section shall, for purposes of any fiscal year before the first
fiscal year to which the amendments made by this section apply, continue to
apply in the same way as if this section had never been enacted.

SEC. 214. CHANGE-OF-ADDRESS ORDER INVOLVING A COMMERCIAL MAIL RECEIVING AGEN-
CY.
(a) IN GENERAL.—Subchapter V of chapter 36 of title 39, United States Code,
is amended by adding at the end the following:

“$3686. Change-of-address order involving a commercial mail receiving
agency
“(a) For the purpose of this section, the term ‘commercial mail receiving agency’
or ‘CMRA’ means a private business that acts as the mail receiving agent for spe-
cific clients.
“(b) Upon termination of an agency relationship between an addressee and a
commercial mail receiving agency—
“(1) the addressee or, if authorized to do so, the CMRA may file a change-
of-address order with the Postal Service with respect to such addressee;
“(2) a change-of-address order so filed shall, to the extent practicable, be
given full force and effect; and
“(3) any mail for the addressee that is delivered to the CMRA after the fil-
ing of an appropriate order under this subsection shall be subject to subsection

c).

“(c) Mail described in subsection (b)3) shall, if marked for forwarding and re-
mailed by the CMRA, be forwarded by the Postal Service in the same manner as,
and subject to the same terms and conditions (including limitations on the period
of time for which a change-of-address order shall be given effect) as apply to, mail
forwarded directly by the Postal Service to the addressee.”.

(b) CLERICAL AMENDMENT.—The table of sections at the beginning of chapter 36
of title 39, United States Code, is amended by adding after the item relating to sec-
tion 3685 the following:

“3686. Change-of-address order involving a commercial mail receiving agency.”.
SEC. 213. RATES FOR MAIL UNDER FORMER SECTION 4358,

Section 3626 of title 39, United States Code, is amended by adding at the end
the following:

“(n) In the administration of this section, matter that satisfies the circulation
standards for requester publications shall not be excluded from being mailed at the
rates for mail under former section 4358 solely because such matter is designed pri-
marily for free circulation or for circulation at nominal rates, or fails to meet the
requirements of former section 4354(a)(5).”.
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TITLE III—GENERAL AUTHORITY

SEC. 301. RULEMAKING AUTHORITY.

Paragraph (2) of section 401 of title 39, United States Code, is amended to read
as follows:

“(2) to adopt, amend, and repeal such rules and regulations, not inconsist-
ent with this title, as may be necessary in the execution of its functions under
this title;”.

SEC. 302, GENERAL DUTIES.

Section 403(c) of title 39, United States Code, is amended—

(1) by inserting “domestic or international” after “users of the”; and

(2) by striking “user.” and inserting “user, except that this subsection shall
not apply to competitive products (as defined in chapter 37).”.

SEC. 303. EMPLOYMENT OF POSTAL POLICE OFFICERS.

Section 404 of title 39, United States Code, is amended by adding at the end
the following:

“(e)(1) The Postal Service may employ guards for all buildings and areas owned
or occué)ied by the Postal Service or under the charge and control of the Postal Serv-
ice, and such guards shall have, with respect to such property, the powers of special
policemen provided by the first section of the Act cited in parairaph (2), and, as
to such property, the Postmaster General (or his designee) may take an action that
the Administrator of General Services (or his designee) may take under section 2
or 3 of such Act, attaching thereto penalties under t%:e authority and within the lim-
its provided in section 4 of such Act.

“(2) The Act cited in this paragraph is the Act of June 1, 1948 (62 Stat. 281),
commonly known as the Protection of Public Property Act.”.

SEC. 304. DATE OF POSTMARK TO BE TREATED AS DATE OF APPEAL IN CONNECTION WITH
THE CLOSING OR CONSOLIDATION OF POST OFFICES.

(a) IN GENERAL.—Section 404(b) of title 89, United States Code, is amended by
adding at the end the following:

b 1i‘(G) For purposes of paragraph (5), any appeal received by the Commission
shall—

“A) if sent to the Commission through the mails, be considered to have
been received on the date of the Postal Service postmark on the envelope or
other cover in which such appeal is mailed; or

“B) if otherwise lawfully delivered to the Commission, be considered to
have been received on the date determined based on any appropriate docu-
men)tation or other indicia (as determined under regulations of the Commis-
sion).”.

(b) EFFECTIVE DATE.—This section and the amendments made by this section
shall apply with respect to any determination to close or consolidate a post office
which is first made available, in accordance with paragraph (3) of section 404(b) of
title 39, United States Code, after the end of the 3-month period beginning on the
date of enactment of this Act.

SEC. 305. UNFAIR COMPETITION PROHIBITED.

(a) SPECIFIC LIMITATIONS.—Chapter 4 of title 39, United States Code, is amend-
ed by adding after section 404 the following:

“s 404a. Specific limitations

“(a) In providing products and services and in establishing classifications, rates,
and fees under this title, the Postal Service, any corporation established under sec-
tion 2012, and any other entity funded, in whole or in part, by the Postal Service,
shall not, directly or indirectly, except as specifically authorized by law—

“(1) provide any postal or nonpostal product or service, with respect to
which the Postal Service or any such corporation or entity (as the case may be),
precludes competition or otherwise establishes the terms of competition through
regulation (including standard-setting), licensing, or policy-setting;

“(2)(A) establish any regulation (including any standard) the effect of which
is (or would be) to create a monopoly or any competitive advantage for itself,
any such corporation or entity, or any other person; or

“(B) enter into any agreement, establish any policy, or take any other action
(not covered by subparagraph (A)), the effect of which is (or would be) to create
a monopoly or any other unlawful competitive advantage for itself, any such cor-
poration or entity, or any other person;

“(3) regulate competition or engage in any regulatory or enforcement activ-
ity with respect to actions or practices that are subject to the antitrust laws;
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“(4) obtain information from a person that provides, or seeks to provide, a
postal or nonpostal product or service, and subsequently disclose that informa-
tion, or offer any product or service that uses or is based in whole or in part
on that information, without the consent of the person providing that informa-
tion, unless substantially the same information is obtained from an independent
source or is otherwise obtained by the Postal Service, corporation, or other en-
tity (as the case may be) in a manner not inconsistent with this paragraph; or

“(5) compel the disclosure, transfer, or licensing of intellectual property
(such as patents, copyrights, trademarks, trade secrets, and proprietary infor-
mation).

“b)(1) For purposes of this section, the term ‘antitrust laws’ has the meaning
given such term in subsection (a) of the first section of the Clayton Act (15 U.S.C.
12(a)), but includes section 5 of the Federal Trade Commission Act (15 U.S.C. 45)
to the extent that such section 5 applies to unfair methods of competition.

“(2) Nothing in this section shall be construed as limiting the scope or effect of
intellectual property rights recognized under the laws of the United States.

“(¢c) The Postal Regulatory Commission shall prescribe regulations to carry out
the purposes of this section.”.

(b) CLERICAL AMENDMENT.—The table of sections at the beginning of chapter 4
of title 39, United States Code, is amended by adding at the end the following:

“404a. Specific limitations.”.
SEC. 306. INTERNATIONAL POSTAL ARRANGEMENTS.

(a) INTERNATIONAL POSTAL ARRANGEMENTS.—
(1) IN GENERAL.—Section 407 of title 39, United States Code, is amended
to read as follows:

“$407. International postal arrangements

“(a) It is the policy of the United States—

“(1) to promote and encourage communications between peoples by efficient
operation of international postal services and other international delivery serv-
ices for cultural, social, and economic purposes;

“(2) to promote and encourage unrestricted and undistorted competition in
the provision of international postal services and other international delivery
services, except where provision of such services by private companies may be
prohibited by law of the United States;

“3) to promote and encourage a clear distinction between governmental
and operational responsibilities with respect to the provision of international
postal services and other international delivery services by the Government of
the United States and by intergovernmental organizations of which the United
States is a member; and

“(4) to participate in multilateral and bilateral agreements with other coun-
tries to accomplish these objectives.

“(b)(1) The Secretary of State shall be responsible for formulation, coordination,
and oversight of foreign policy related to international postal services and other
international delivery services, except that the Secretary may not negotiate or con-
clude any treaty, convention, or other international agreement (including those reg-
ulating international postal services) if such treaty, convention, or agreement would,
with respect to any competitive product (as that term is defined in chapter 37),
grant an undue or unreasonable preference to the Postal Service, a private provider
of international postal or delivery services, or any other person.

“(2) In carrying out the responsibilities specified in paragraph (1), the Secretary
of State shall—

“(A) exercise primary authority for the conduct of foreign policy with respect
to international postal services and international delivery services, including
the determination of United States positions and the conduct of United States
participation in negotiations with foreign governments and international bodies;
in exercising this responsibility, the Secretary shall coordinate with other agen-
cies as appropriate, and in particular, shall give full consideration to the au-
thority vested by law or Executive order in the Postal Regulatory Commission,
the Department of Commerce, the Department of Transportation, and the Office
of the United States Trade Representative in this area;

“(B) maintain continuing liaison with other executive branch agencies con-
cerned with postal and delivery services;

“(C) maintain continuing liaison with the Committee on Government Re-
form and Oversight of the House of Representatives and the Committee on Gov-
ernmental Affairs of the Senate;
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“D) maintain appropriate liaison with representatives of the Postal Service
to keep informed of its interests and problems, and to provide such assistance
as may be needed to ensure that matters of concern to the Postal Service are
promptly considered by the Department of State or (if applicable, and to the ex-
tent practicable) other executive branch agencies;

“E) maintain appropriate liaison with representatives of users and private
providers of international postal services and other international delivery serv-
ices to keep informed of their interests and problems, and to provide such as-
sistance as may be needed to ensure that matters of concern are promptly con-
sidered by the Department of State or (if applicable, and to the extent prac-
ticable) other executive branch agencies; and

“(F) assist in arranging meetings of such public sector advisory groups as
may be established to advise the Department of State and other executive
branch afencies in connection with international postal services and inter-
national delivery services.

“(¢) Nothing in this section shall be considered to prevent the Postal Service
from entering into such commercial or operational contracts related to providing
international postal services and other international delivery services as it deems
appropriate, except that—

“(1) any such contract made with an agency of a foreign government
(whether under authority of this subsection or otherwise) must be solely con-
tractual in nature and may not purport to be international law; and

“(2) a copy of each such contract between the Postal Service and an agency
of a foreign government shall be transmitted to the Secretary of State and the
Postal Regulatory Commission not later than the effective date of such contract.
“d)1) With respect to shipments of international mail within the meaning of

section 3741 that are exported or imported by the Postal Service—

“(A) the Postal Service shall not tender exported shipments to governmental
authorities of any other country for clearance and importation except in accord-
ance with procedures and laws which are equally applicable to similar ship-
ments transmitted by private companies; and

“(B)i) subject to clause (ii), the Customs Service and other appropriate Fed-
eral agencies shall apply the customs laws of the United States and all other
laws relating to the importation or exportation of such shipments in the same
manner to both shié:ments by the Postal Service and similar shipments by pri-
vate companies; an

“(ii) the Customs Service and other Federal agencies shall deny shipments
imported by the Postal Service from a forei%;n country access to special customs
procedures” established in accordance with international postal or customs
agreements for shipments by postal authorities of other countries unless that
foreign country makes available such special customs procedures both to ship-
ments to such country from the United States by the Postal Service and similar
shipments to such country from the United States by private companies.

“2)(A) The provisions of paragraph (1)XB)(i) shall take effect beginning on the
date of enactment of this subsection.

“B) The provisions of subparagraphs (A) and (B)(ii) of paragraph (1) shall take
effect beginning 5 years after the date of enactment of this subsection.

“(C) The Secretary of State shall, to the maximum extent practicable, take such
measures as are within the control of the Secretary—

“(i) to complete the renegotiation of any treaties, conventions, or other
inte)rnational agreements (including those regulating international postal serv-
ices), and

“(ii) to encourage the governments of other countries to make any changes
in their laws (consistent with the policies carried out by the provisions referred
to in subparagraph (B)),

which may be necessary in order to facilitate the timely implementation of the pro-
visions that are subject to subparagraph (B). The Secretary of State shall consult
with the United States Trade Representative and the Commissioner of Customs in
carrying out this subparagraph.

“(3) For purposes of this subsection, the term ‘private company’ means a private
gompany substantially owned or controlled by persons who are citizens of the United

tates.”.

(2) EFFECTIVE DATE.—Notwithstanding paragraph (1), the authority of the
United States Postal Service to establish the rates of postage or other charges
on mail matter conveyed between the United States and other countries shall
remain available to the Postal Service until the date as of which the baseline
rates are determined under section 3721(e)(2) of title 39, United States Code (as
amended by section 201).



34

33

(b) TRADE-IN-SERVICES PROGRAM.—The second sentence of paragraph (5) of sec-
tion 306(a) of the Trade and Tariff Act of 1984 (19 U.S.C. 2114h(5)} is amended by
inserting “postal and delivery services,” after “transportation,”.

SEC. 307. SUITS BY AND AGAINST THE POSTAL SERVICE.

(a) IN GENERAL.—Section 409 of title 39, United States Code, is amended by
striking subsections (c) through (e) and inserting the following:

“(c) For purposes of the Act of July 5, 1946 (commonly referred to as the ‘Trade-
mark Act of 1946’ (15 U.S.C. 1051 and following)), the Postal Service shall be con-
sidered to be a ‘person’, as used in that Act, and shall not be immune under any
other doctrine of sovereign immunity from suit in Federal court by any person for
any violation of that Act by any officer or employee of the Postal Service.

“(dX1) To the extent that the Postal Service, or other Federal agency acting on
behalf of or in concert with the Postal Service, engages in conduct with respect to
any service which is not reserved to the United States under section 1696 of title
18, the Postal Service or other Federal agency—

“(A) shall not be immune under any doctrine of sovereign immunity from
suit in Federal court by any person for any violation of law by such agency or
any officer or employee thereof;

“B) shall not be considered a ‘Federal agency for purposes of section
1346(b) and chapter 171 of title 28, and shall be liable for actions in tort in the
same manner as a private company; and

“(C) shall be considered to be a person (as defined in subsection (a) of the
first section of the Clayton Act (15 U.S.C. 12(a)) for purposes of—

“(i) the antitrust laws (as defined in subsection (a) of the first section
of the Clayton Act (15 U.S.C. 12(a)); and
“(ii) section 5 of the Federal Trade Commission Act (15 U.S.C. 45) to
the extent that such section 5 applies to unfair methods of competition.
For purposes of the preceding sentence, any private carriage of mail allowable by
virtue of section 601 shall not be considered a service reserved to the United States
under section 1696 of title 18.

“(2) This subsection shall not apply with respect to conduct occurring before the
date of enactment of this subsection. .

“(e)(1) Motor vehicles owned or leased by the Postal Service that are primarily
and regularly used for the transport or delivery of products in the competitive cat-
egory of mail shall be subject to Federal and State laws and regulations associated
with the parking and operation of such motor vehicles, to the same extent and in
the same manner as if tﬁey were owned or leased by a private company.

“(2) Any motor vehicle owned or leased by the Postal Service that is primarily
and regularly used for the transport or delivery of products in the competitive cat-
egorl){r1 of mail shall be clearly identified as such by appropriate symbol or other
marking.

“(3) This subsection shall become effective on the first day of the first rate-
making cycle.

“(4) For purposes of this subsection—

“(A) the terms ‘product in the competitive category of mail’ and ‘ratemaking
cycle’ have the meanings given them by chapter 37; and

“B) the term ‘State’ includes the District of Columbia, the Commonwealth
of Puerto Rico, and a territory or possession of the United States.

“(fX1) The Postal Service shall comply with—

“(A) any zoning, planning, and land use regulations applicable to State or
local public entities; and

“(B) any building codes applicable to State or local public entities.

“2) For purposes of this subsection, the term ‘State’ has the meaning given
such term by subsection (e).

“(gX1) The Postal Service shall employ attorneys by contract or otherwise to
conduct litigation on its behalf in any litigation arising, in whole or in part, under
any of the following:

“(A) Subsection (c), (d), or (e) of section 409 (relating to application of cer-
tain laws to the Postal Service).

“(B) Subsection (f) or (g) of section 3604 (relating to administrative subpoe-
nas by the Postal Regulatory Commission).

“C) Subsection (a) or (b) of section 3628 (relating to appeals from decisions
of the Commission and the Directors).

“(2) In any circumstance not covered by paragraph (1), the Department of Jus-
tice shall, under section 411, furnish the Postal Service such legal representation
as it may require, except that, with the prior consent of the Attorney General, the
Postal Service may, in any such circumstance, employ attorneys by contract or oth-
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erwise to conduct litigation brought by or against the Postal Service or its officers
or employees in matters affecting the Postal Service.

A judgment against the Government of the United States arising out of ac-
tivities of the Postal Service shall be paid by the Postal Service out of any funds
availaf};l:e to the Postal Service, subject to the restriction specified in section
2011(f).”.

(b) TECHNICAL, AMENDMENT.—Section 409(a) of title 39, United States Code, is
amended by striking “Except as provided in section 3628 of this title,” and inserting
“Except as otherwise provided in this title,”.

TITLE IV-MISCELLANEOUS PROVISIONS RELATING TO THE BUDGET
AND APPROPRIATIONS PROCESS

SEC. 401. PROVISIONS RELATING TO BENEFITS UNDER CHAPTER 81 OF TITLE 5, UNITED
STATES CODE, FOR OFFICERS AND EMPLOYEES OF THE FORMER POST OFFICE DE-
PARTMENT.

(a) IN GENERAL.—Section 8 of the Postal Reorganization Act (39 U.S.C. 1001
note) is amended by inserting “(a)” after “8.” and by adding at the end the following:
For purposes of chapter 81 of title 5, United States Code, the Postal Service

shall, with respect to any individual receiving benefits under such chapter as an of-
ficer or employee of the former Post Office Department, have the same authorities
and responsibilities as it has w1th respect to an officer or employee of the Postal

Service receiving such benefits.”.

(b) EFFECTIVE DATE.—This section and the amendments made by this section

shall take effect on October 1, 1998.

SEC. 402. TECHNICAL AND CONFORMING AMENDMENTS.

(a) APPROPRIATIONS.—Subsection (e) of section 2401 of title 39, United States

Code, is amended—

(1) by striking “Committee on Post Office and Civil Service” each Place it
appears and inserting “Committee on Government Reform and Oversight”;

(2) by striking “and the Committees on Appropriations of the Senate and
the House of Representatxves and

(3) by striking “Not later than March 15 of each year,” and inserting “Each
year
{b) TECHNICAL CORRECTION.—Sections 2803(a) and 2804(a) of title 39, United

States Code, are amended by striking “2401(g)” and inserting “2401(e)”.

TITLE V—PROVISIONS RELATING TO TRANSPORTATION, CARRIAGE,
OR DELIVERY OF MAIL

SEC. 501. OBSOLETE PROVISIONS.

(a) REPEAL.—Chapter 52 of title 39, United States Code, is repealed.

(b) CONFORMING AMENDMENTS.—Section 5005(a) of title 39, United States Code,
is amended—

(1) by repealing paragraph (1); a
(2) in paragraph (4) by stnkmg (as defined in section 5201(6) of this title)”.

(c) ELIMINATING RESTRICTION ON LENGTH OF CONTRACTS.—(1) Section 5005(b)(1)
of title 39, United States Code, is amended by striking “(or where the Postal Service
determines that special conditions or the use of special equipment warrants, not in
excess of 6 years)” and inserting “(or such length of time as may be determined by
the Postal Service to be advisable or appropriate)”.

(2) Section 5402(c) of such title 39 is amended by striking “for a period of not
more than 4 years”.

(3) Section 5605 of such title 39 is amended by striking “for periods of not in
excess of 4 years”.

(d) CLERICAL AMENDMENT.—The table of chapters for part V of title 39, United
States Code, is amended by repealing the item relating to chapter 52.

SEC. 502. EXPANDED CONTRACTING AUTHORITY.

Subsection (d) of section 5402 of title 39, United States Code, is amended to
read as follows:

“(d) Notwithstanding the provisions of subsections (a) through (c), the Postal
Service may contract for the transportation of mail by aircraft, except as provided
in subsections (f) and (g).”.

SEC. 503. PRIVATE CARRIAGE OF LETTERS.

{a) REPEAL OF SUSPENSION AUTHORITY.—Subsection (b) of section 601 of title 39,
United States Code, is repealed.
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(b) PRIVATE CARRIAGE.—Section 601 of title 39, United States Code, is amended
by striking subsection (a) and inserting the following:

“(a) A letter may be carried out of the mails when—

“(1) the amount paid for the private carriage of the letter is at least the
amount equal to 6 times the rate then currently charged for the 1st ounce of
a single-piece first-class letter;

“(2) the letter weighs at least 12 2 ounces;

“(3) such carriage is within the scope of services described by regulations
of the United States Postal Service (as in effect on July 1, 1998) that purpert
to permit private carriage by suspension of the operation of this subsection (as
then in effect); or

“(4) the requirements of subsection (b) are met.

” “(b) A letter shall be considered to satisfy the requirements of this subsection
if—

“(1) it is enclosed in an envelope;

“(2) the amount of postage which would have been charged on the letter if
it had been sent by mail is paid by stamps, or postage meter stamps, on the
envelope;

“(3) the envelope is properly addressed;

“(4) the envelope is so sealed that the letter cannot be taken from it without
defacing the envelope;

“(5) any stamps on the envelope are canceled in ink by the sender; and

“(6) the date of the letter, of its transmission or receipt by the carrier is
endorsed on the envelope in ink.”.

(c) EFFECTIVE DATE.—This section shall take effect as of the first day of the first
year beginning on or after the date as of which the baseline rates are determined
under section 3721(e)(2).

SEC. 504. REPEAL OF SECTION 5403.

(a) IN GENERAL.—Section 5403 of title 39, United States Code, is repealed.

(b) CLERICAL AMENDMENT.—The table of sections for chapter 54 of title 39,
United States Code, is amended by repealing the item relating to section 5403.

TITLE VI—STUDIES

SEC. 601. EMPLOYEE-MANAGEMENT RELATIONS.

(a) INDEPENDENT STUDY REQUIRED.—The Board of Directors shall, by contract,
provide for the National Academy of Public Administration to conduct an independ-
ent study as to how employee-management relations within the United States Post-
al Service may be improved.

(b) SPECIFIC REQUIREMENTS.—Under the contract, the Academy shall be re-
quired—

(1) to involve the labor, supervisory, and managerial organizations of the
Postal Service in developing the design and specific objectives of the study;

(2) to consult periodically with representatives of the Postal Service, and of
those labor, supervisory, and managerial organizations, on the progress of the
study; and

(3) to provide opportunity for those labor, supervisory, and managerial orga-
nizations to review and submit written comments on the final report.

(¢} FINAL REPORT.—

(1) IN GENERAL.—The Academy shall, not later than 12 months after the
date on which the contract for the study under this section is entered into, sub-
mit its final report to the President, the Congress, the Postal Service, and the
labor, supervisory, and managerial organizations of the Postal Service.

(2) CONTENTS.—The report shall contain the findings, conclusions, and rec-
ommendations of the Academy on all matters required to be addressed by the
study, and shall also include all written comments submitted to the Academy
under subsection (b)3).

(d) CoOPERATION.—The Board of Directors shall take appropriate measures to
ensure that all components of the Postal Service cooperate fully with the Academy
in the conduct of its study under this section.

(e) DEFINITION.—For purposes of this section, the term “Board of Directors” has
the meaning given such term by section 102 of title 39, United States Code (as
amended by section 101 of this Act).

SEC. 602. RECOMMENDATIONS ON UNIVERSAL POSTAL SERVICES. :

(a) IN GENERAL.—Chapter 28 of title 39, United States Code, is amended by
adding at the end the following:
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“3 2806. Universal postal services

“(a)(1) Within 1 month after the date of enactment of this section, the Postal
Service shall begin conducting a study the purpose of which shall be to develop rec-
ommendations as to the appropriate scope and standards for universal postal serv-
ices to be assured by the Government of the United States consistent with its obli-
gations under sections 101 and 403.

%(2) The Postal Service shall, within 18 months thereafter, complete its study
and submit a written report to the President, the Congress, and the Postal Regu-
latory Commission setting forth its recommendations under this section and the rea-
sons therefor.

“(3) The Postal Service shall solicit and include as part of its report the written
views and suggestions of any persons who may be affected by or interested in any
matter as to which the study pertains.

“(4) The conduct of the study and the drafting of the report required under this
section shall, consistent with section 2805 (relating to inherently Governmental
functions), be performed only by employees of the Postal Service.

“(b)(1) The recommendations submitted by the Postal Service under this section
shall include recommendations concerning a universal service definition for each
class of delivery services the continuous provision of which must, in the view of the
Postal Service, be assured in order to fulfill the obligations set out in sections 101
and 403.

%2) In developing its recommendations under this subsection with respect to
any given class of delivery services, the Postal Service shall take into consideration
the development of new technologies and the evolution of alternative means of meet-
ing. the public interest objectives set out in this title.

“(¢) Each universal service definition recommended by the Postal Service under
this section shall include the specification of minimum standards of service to be
attained, consistent with the following:

“(1) Standards of reliability, speed, frequency, and quality of service shall
be established so as to meet the needs of users and consumers of universal serv-
ices generally.

€(2) Universal services should be available at just, reasonable, and afford-
able rates sufficient to enable universal services to be provided under best prac-
tices of honest, efficient, and economical management.

“(3) Persons in all regions of the Nation, including low-income persons and
those located in rural, insular, and high-cost areas, should have access to uni-
versal postal services that are reasonably comparable to those provided in
urban areas and that are available at appropriate rates. As provided in section
101(b), no small post office of the Postal Service shall be closed solely by reason
of operating at a deficit.

“(4) In providing universal services, the Postal Service shall not, except as
specifically authorized in this title, make any undue or unreasonable discrimi-
nation among users, including other providers of postal services.

“(5) Universal services shall be maintained without interruption and with-
out abrupt and substantial changes in rates or quality of service.

“(6) Standards for universal service should avoid distortions in the competi-
tion between postal operators and between commercial purchasers of postal
services to the extent consistent with fulfilling the obligations set out in sections
101 and 403.

“(7) Universal service definitions for the State of Alaska shall take into ac-
count the special eonditions and needs of that State.

“8) Universal services shall be provided consistent with such other prin-
ciples as the Postal Service determines are necessary and appropriate for the
protection of the public interest, convenience, and necessity, and the require-
ments of this title.

“(d) In addition to the principles set out in subsection (c), the Postal Service
shall take into account special requirements for certain classes of postal services
under this title, including requirements for uniform, reduced, or free rates.”.

(b) CLERICAL AMENDMENT.—The table of sections for chapter 28 of title 39,
United States Code, is amended by adding at the end the following:

“9806. Universal postal services.”.
SEC. 603. STUDY ON EQUAL APPLICATION OF LAWS TO COMPETITIVE PRODUCTS.

(a) IN GENERAL.—The Department of Justice shall prepare and submit to the
President and Congress, within 1 year after the date of enactment of this Act, a
comprehensive report identifying Federal and State laws that apply differently to
products of the United States Postal Service in the competitive category of mail (as
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that term is defined in chapter 37 of title 39, United States Code, as amended by
this Act) and similar products provided by private companies.

(b) RECOMMENDATIONS.—The Department of Justice shall include such rec-
ommendations as it considers appropriate for bringing such legal discrimination to
an end.

(c) CONSULTATION.—In preparing its report, the Department of Justice shall
consult with the United States Postal Service, the Postal Regulatory Commission,
other Federal agencies, mailers, private companies that provide delivery services,
and the general public, and shall append to such report any written comments re-
ceived under this subsection.

SEC. 604. GREATER DIVERSITY IN POSTAL SERVICE EXECUTIVE AND ADMINISTRATIVE
SCHEDULE MANAGEMENT POSITIONS.

(a) STuDY.—The Board of Directors shall study and, within 1 year after the date
of enactment of this Act, submit to the President and Congress a report concerning
the extent to which women and minorities are represented in supervisory and man-
agement positions within the United States Postal Service. Any data included in the
report shall be presented in the aggregate and by pay level.

(b) PERFORMANCE EVALUATIONS.—The United States Postal Service shall, as
soon as practicable, take such measures as may be necessary to ensure that, for pur-
poses of conducting performance appraisals of supervisory or managerial employees,
appropriate consideration shall be given to meeting affirmative action goals, achiev-
ing equal employment opportunity requirements, and implementation of plans de-
signed to achieve greater diversity in the workforce.

(c) DEFINITION.—For purposes of this section, the term “Board of Directors” has
the meaning given such term by section 102 of title 39, United States Code (as
amended by section 101 of this Act).

SEC. 605. PLAN FOR ASSISTING DISPLACED WORKERS.

(a) PLAN.—The United States Postal Service shall, before the deadline specified
in subsection (b), develop and be prepared to implement, whenever necessary, a
comprehensive plan under which reemployment assistance shall be afforded to em-
ployees displaced as a result of the automation or privatization of any of its func-
tions.

(b) REPORT.—Not later than 1 year after the date of enactment of this Act, the
United States Postal Service shall submit to its Board of Directors (within the
meaning of section 102 of title 39, United States Code, as amended by section 101
of this Act) and Congress a written report describing its plan under this section.

SEC. 606. CONTRACTS WITH WOMEN, MINORITIES, AND SMALL BUSINESSES.

The Board of Directors of the United States Postal Service shall study and,
within 1 year after the date of enactment of this Act, submit to the President and
the Congress a report concerning the number and value of contracts and sub-
1c)ontracts the Postal Service has entered into with women, minorities, and small

usinesses.

TITLE VII—INSPECTORS GENERAL

SEC. 701. INSPECTOR GENERAL OF THE POSTAL REGULATORY COMMISSION.

(a) IN GENERAL.—Paragraph (2) of section 8G(a) of the Inspector General Act
of 1978 is amended by inserting “the Postal Regulatory Commission,” after “the
United States International Trade Commission,”.

(b) ADMINISTRATION.—Section 3604 of title 39, United States Code, is amended
by adding after subsection (g) (as added by section 211) the following:

“(h)(1) Notwithstanding any other provision of this title or of the Inspector Gen-
eral Act of 1978, the authority to select, appoint, and employ officers and employees
of the Office of Inspector General of the Postal Regulatory Commission, and to ob-
tain any temporary or intermittent services of experts or consultants (or an organi-
zation of experts or consultants) for such Office, shall reside with the Inspector Gen-
eral of the Postal Regulatory Commission.

“(2) Except as provided in paragraph (1), any exercise of authority under this
subsection shall, to the extent practicable, be in conformance with the applicable
laws and regulations that govern selections, appointments and employment, and the
obtaining of any such temporary or intermittent services, within the Postal Regu-
latory Commission.”.

(c) DEADLINE.—No later than 180 days after the date of enactment of this Act—

(1) the first Inspector General of the Postal Regulatory Commission shall
be appointed; and
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(2) the Office of Inspector General of the Postal Regulatory Commission
shall be established.
SEC. 702. INSPECTOR GENERAL OF THE UNITED STATES POSTAL SERVICE TO BE APPOINTED
BY THE PRESIDENT.
(a) DEFINITIONAL AMENDMENTS TO THE INSPECTOR GENERAL ACT OF 1978.—Sec-
tion 11 of the Inspector General Act of 1978 is amended—
(1) in paragraph (1)—
(A) by striking “and” before “the chief executive officer of the Resolution
Trust Corporation”;
(B) by striking “and” before “the Chairperson of the Federal Deposit In-
surance Corporation”;
(C) by striking “or” before “the Commissioner of Social Security, Social
Security Administration”; and
(D) by inserting “or the Postmaster General and Chief Executive Offi-
cer of thed United States Postal Service;” after “Social Security Administra-
tion;”; and
(2) in paragraph (2)—
(A) by striking “or” before “the Veterans’ Administration”;
(B) by striking “or” before “the Social Securit Administration”; and
(C) by inserting “or the United States Postal Service;” after “Social Se-
curity Administration;”.
(b) SPECIAL PROVISIONS CONCERNING THE UNITED STATES POSTAL SERVICE.—
(1) IN GENERAL.—The Inspector General Act of 1978 is amended—
(A) by redesignating sections 8G (as amended by section 701(a)) and 8H
as sections 8H and 8I, respectively; and
(B) by inserting after section 8F the following:

“SPECIAL PROVISIONS CONCERNING THE UNITED STATES POSTAL SERVICE

“SEC. 8G. (a) Notwithstanding the last two sentences of section 3(a), the Inspec-
tor General of the United States Postal Service shall report to and be under the gen-
eral supervision of the Postmaster General, but shall not report to, or be subject to
supervision by, any other officer or employee of the United gtates Postal Service or
its Board of Directors. No such officer or employee (including the Postmaster Gen-
eral) or member of such Board shall prevent or prohibit the Inspector General from
initiating, carrying out, or completing any audit or investigation, or from issuing
any subpoena during the course of any audit or investigation.

“(b) In carrying out the duties and responsibilities specified in this Act, the In-
spector General of the United States Postal Service shall have oversight responsibil-
ity for all activities of the Postal Inspection Service, including any internal inves-
tigation performed by the Postal Inspection Service. The Chief Postal Inspector shall
promptly report the significant activities being carried out by the Postal Inspection
Service to such Inspector General.

“(c) Any report required to be transmitted by the Postmaster General to the ap-
propriate committees or subcommittees of the Congress under section 5(d) shall also
be transmitted, within the 7-day period specified under such section, to the Commit-
tee on Government Reform and gversight of the House of Representatives and the
Committee on Governmental Affairs of the Senate.

“(d) Notwithstanding any provision of paragraph (7) or (8) of section 6(a), the
Inspector General of the United States Postal Service may select, appoint, and em-
ploy such officers and employees as may be necessary for carrying out the functions,
powers and duties of the Office of Inspector General and to obtain the temporary
or intermittent services of experts or consultants or an organization of experts or
consultants, subject to the applicable laws and regulations that govern such selec-
tions, appointments, and employment, and the obtaining of such services, within the
United States Postal Service.

“(e) Nothing in this Act shall restrict, eliminate, or otherwise adversely affect
any of the rights, privileges, or benefits of employees of the United States Postal
Service, or labor organizations representing employees of the United States Postal
Service, under chapter 12 of title 39, United States Code, the National Labor Rela-
tions Act, any handbook or manual affecting employee labor relations with the
United States Postal Service, or any collective bargaining agreement.

“f) There are authorized to be appropriated, out of the Postal Service Fund,
such sums as may be necessary for the Office of Inspector General of the United
States Postal Service.

“(g) As used in this section, Postmaster General’, ‘Board of Directors’, and
‘gogrd’ each has the meaning given it by section 102 of title 39, United States

ode.”.
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(2) RELATED PROVISIONS.—

For certain related provisions, see section 213(b).

(c) AUDITS OF THE POSTAL SERVICE.—

(1) AupiTs.—Subsection (e) of section 2008 of title 39, United States Code,
is amended to read as follows:

“(e)(1) At least once each year beginning with the fiscal year commencing after
the date of enactment of the Postal Modernization Act of 1999, the financial state-
ments of the Postal Service (including those used in determining and establishing
postal rates) shall be audited by the Inspector General or by an independent exter-
nal auditor selected by the Inspector General.

“(2) Audits under this section shall be conducted in accordance with applicable
generally accepted government auditing standards.

“(3) Upon completion of the audit required by this subsection, the person who
audits the statement shall submit a report on the audit to the Postmaster General.”.

(2) RESULTS OF INSPECTOR GENERAL’S AUDIT TO BE INCLUDED IN ANNUAL RE-
PORT.—Section 2402 of title 39, United States Code, is amended by inserting
after the first sentence the following: “Each report under this section shall in-
clude, for the most recent fiscal year for which a report under section 2008(e)
is available (unless previously transmitted under the following sentence), a copy
of such report.”.

(8) COORDINATION PROVISIONS.—Subsection (d) of section 2008 of title 39,
United States Code, is amended—

(A) by striking “(d) Nothing” and inserting “(d)X1) Except as provided
in paragraph (2), nothing”; and

(B) by adding at the end the following:

“2) An audit or report under paragraph (1) may not be obtained without the
prior written approval of the Inspector General.”.

(4) SAVINGS PROVISION.—For purposes of any fiscal year preceding the first
fiscal year commencing after the date of enactment of this Act, the provisions
of title 39, United States Code, shall be applied as if the amendments made by
this subsection had never been enacted.

(d) REPORTS.—

(1) IN GENERAL.—Section 3013 of title 39, United States Code, is amended—

(A) in the first sentence by striking “Postmaster General” and inserting
“Chief Postal Inspector”;

(B) by striking “Board” each place it appears and inserting “Inspector
General”; :

(C) in the third sentence by striking “Each such report shall be submit-
ted within sixty days after the close of the reporting period involved” and
inserting “Each such report shall be submitted within 1 month (or such
shorter length of time as the Inspector General may specify) after the close
of the reporting peried involved”; and

(D) by striiing the last sentence and inserting the following:

“The information in a report submitted under this section to the Inspector General
with respect to a reporting period shall be included as part of the semiannual report
prepared by the Inspector General under section 5 of the Inspector General Act of
1978 for the same reporting period. Nothing in this section shall be considered to
permit or require that any report by the Chief Postal Inspector under this section
include any information relating to activities of the Inspector General.”,

(2) EFFECTIVE DATE.—This subsection shall take effect on the first day of
the first semiannual reporting period beginning on or after the date of enact-
ment of this Act and shall apply with respect to semiannual reporting periods
beginning on or after the effective date of this subsection.

(8) SAVINGS PROVISION.—For purposes of any semiannual reporting period
preceding the first semiannual reporting period referred to in paragraph (2), the
provisions of title 39, United States Code, shall continue to apply as if the
amendments made by this subsection had not been enacted.

(e) TECHNICAL AND CONFORMING AMENDMENTS.—

(1) RELATING TO THE INSPECTOR GENERAL ACT OF 1978.—(A) Subsection (a)
of section 8H of the Inspector General Act of 1978 (as amended by section 701
and redesignated by subsection (b) of this section) is further amended—

(1) in paragraph (2) by striking “the Postal Regulatory Commission, and
the United States Postal Service;” and inserting “and the Postal Regulatory
Commission;” and

(ii) in paragraph (4) by striking “except that” and all that follows
through “Code);” and inserting “except that, with respect to the National
Science Foundation, such term means the National Science Board;”.
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1(]3)(1) Subsection (f) of section 8H of such Act (as so redesignated) is re-

pealed.

(ii) Subsection (¢) of section 8H of such Act (as so redesignated) is
amended by striking “Except as provided under subsection () of this sec-
tion, the” and inserting “The”.

(2) RELATING TO TITLE 39, UNITED STATES CODE.—A) Subsection (e) of sec-
tion 202 of title 39, United States Code, is repealed.

(B) Paragraph (4) of section 102 of such title 39, as amended by sections
102(a) and 205(a) of this Act, is amended to read as follows:

“(4) ‘Inspector General’ means the Inspector General of the United States
Postal Service, appointed under section 3(a) of the Inspector General Act of
1978;”.

(C) The first sentence of section 1003(a) of such title 39 is amended by
striking “chapters 2 and 12 of this title, section 8G of the Inspector General Act
of 1978, or other provision of law,” and inserting “chapter 2 or 12 of this title,
subsection (b) or (c) of section 1003 of this title, or any other provision of law,”.

(D) Subsection (b) of section 1003 of such title 39 is amended by striking
“respective” and inserting “other”.

(E) Subsection (c) of section 1003 of such title 39 is amended by striking
“included” and inserting “includes”.

(f) EFFECTIVE DATE; ELIGIBILITY OF PRIOR INSPECTOR GENERAL.—

(1) EFFECTIVE DATE.—

(A) IN GENERAL.—Except as provided in subparagraph (B) or in sub-
section (¢) or (d), this section and the amendments made by this section
shall take effect on the date of enactment of this Act.

(B) SPECIAL RULES.—

(i) IN GENERAL.—Except as provided in clause (ii), if the position
of Inspector General of the United States Postal Service is occupied on
the date of enactment of this Act (other than by an individual serving
due to a vacancy arising in that position before the expiration of his
or her predecessor's term), then, until January 5, 2004, or, if earlier,
the date on which such individual ceases to serve in that position, title
39, United States Code, shall be applied as if the amendments made
by this section had not been enacte£

(ii) AUTHORIZATION OF APPROPRIATIONS.—

() IN GENERAL.—Notwithstanding any other provision of this
paragraph, subsection () of section 8G of the Inspector General Act
of 1978 {as amended by this section) shall be effective for purposes
of fiscal years beginning on or after October 1, 1999.

(IT) SavINGS PROVISION.—For purposes of the fiscal year ending
on September 30, 1999, funding for the Office of Inspector General
of the United States Postal Service shall be made available in the
same manner as if this Act had never been enacted.

(2) ELIGIBILITY OF PRIOR INSPECTOR GENERAL.—Nothing in this Act shall
prevent any individual who has served as Inspector General of the United
States Postal Service at any time before the date of enactment of this Act from
being appointed to that position pursuant to the amendments made by this sec-
tion.

TITLE VIII—LAW ENFORCEMENT
Subtitle A—Amendments to

Title 39, United States Code
SEC. 801. MAKE FEDERAL ASSAULT STATUTES APPLICABLE TO POSTAL CONTRACT EMPLOY-

Section 1008 of title 39, United States Code, is amended—
(1) in subsection (a) by inserting “or entrusted with mail under contract
with the Postal Service” after “mail”; and
(2) in subsection (b) by inserting “an employee of the Postal Service for the
purposes of sections 111 and 1114 of title 18, and” after “deemed”.
SEC. 802. SEXUALLY ORIENTED ADVERTISING.
(a) CIViL PENALTY.—Section 3011 of title 39, United States Code, is amended—
(1) by redesignating subsections (b) through (e) as subsections (c) through
(f), respectively; and
(2) by inserting after subsection (a) the following:
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“(b)(1) Upon a finding by the court that a sexually oriented advertisement has
been mailed in violation of section 3010(b), the court may assess, on whoever made
the mailing or caused it to be made, a civil penalty of not less than $500 and not
more than $1,500 for each violation. Each piece of mail sent in violation of section
3010(b) shall constitute a separate violation.

“(2) For purposes of this subsection—

“(A) receipt of a sexually oriented advertisement after the recipient’s name
and address have been listed (as described in section 3010(b)) for at least 60
days shall create a rebuttable presumption that such advertisement was mailed
mo&*e than 30 days after that individual’s name and address became so listed;
an

“(B) receipt in the mail of a sexually oriented advertisement addressed to
‘Occupant’ or ‘Resident’ (or any other term permitted by Postal Service stand-
ards on simplified addressing) at the recipient’s address, or which is specifically
addressed to the recipient, but with an inconsequential error or variation in the
recipient’s name or address, shall, for purposes of applying the mailing prohibi-
tion of section 3010(b), create a rebutta%le presumption that such advertisement
was mailed to such recipient.

“(3) Any penalty assessed under paragraph (1) shall be paid to the Postal Serv-
ice for deposit in the Postal Service Fund established by section 2003.”.

(b) REPEAL.—

(1) IN GENERAL.—Section 3008 of title 39, United States Code, and the item
relating to such section in the table of sections at the beginning of chapter 30
of such title, are repealed.

(2) CONFORMING AMENDMENTS.—(A) Subsection (f) of section 3011 of such
title 39 (as so redesignated by subsection (a)) is amended by striking “section
3006, 3007, or 3008” and inserting “section 3006 or 3007”.

(B) Section 1737 of title 18, United States Code, is amended—

(i) in subsection (a) by striking “3008 or”; and
(ii) in subsection (b) by striking “3008(a) or”.

(¢} EFFECTIVE DATE.—This section and the amendments made by this section
shall take effect 90 days after the date of the enactment of this Act. The amend-
ments made by this section shall be treated as if they had never been enacted for
purposes of any mailing made or caused to be made before this section takes effect.
SEC. 803. ALLOW POSTAL SERVICE TO RETAIN ASSET FORFEITURE RECOVERIES.

Paragraph (7) of section 2003(b) of title 39, United States Code, is amended to
read as follows:

“(7) amounts (including proceeds from the sale of forfeited items) from any
civil forfeiture conducted by the Postal Service and from any forfeiture resulting
from an investigation in which the Postal Service has primary responsibility,
except that nothing in this paragraph shall preclude the Postal Service, on such
terms as it may determine, from sharing such amounts with any Federal, State,
or local law enforcement agency which participated in any of the acts which led
to the seizure or forfeiture of the property; and”.

SEC. 804. HAZARDOUS MATTER.

(a) CIviL PENALTY.—Chapter 30 of title 39, United States Code, is amended by
adding at the end the following:

“§3016. Civil penalty for prohibited mailing and deficient packaging of haz-
ardous matter
“(a) For the purposes of this section—

“(1) the term ‘parcel’ includes any kind of package, envelope, container, or
other piece of mail;

. “(%) the term ‘manner’ includes the preparation and packaging of a piece
of mail;

“(3) a person shall be considered to have acted knowingly if—

“(A) such person had actual knowledge of the facts giving rise to the
violation; or

“(B) a reasonable person acting in the same circumstances and exercis-
ing due care would have had such knowledge; and

“(4) the term ‘hazardous matter’ has the meaning given such term by sec-
tion 1716 of title 18.

“(b) Any person—

“(1) who knowingly mails or causes to be mailed any parcel, the contents
of which constitute or include any hazardous matter which has been declared
by statute or Postal Service regulation to be nonmailable under any cir-
cumstances;
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“(2) who knowingly mails or causes to be mailed a parcel in violation of any
statute or Postal Service regulation restricting the time, place, or Omanner in
which hazardous matter may be mailed; or

«(3) who knowingly manufactures, distributes, or sells any container, pack-
aging kit, or similar sevice that—

%(A) is represented, marked, certified, or sold by such person for use in
the mailing og any hazardous matter; and
“B) fails to conform with any statute or Postal Service regulation set-
ting forth standards for containers, packaging kits, or similar devices used
for the mailing of hazardous matter;
shall be liable to the Postal Service for a civil penalty in an amount not to exceed
$25,000 per violation.

“¢c) The Postal Service may enforce this section by commencing a civil action
in accordance with section 409(d). The action may be brought in the district court
of the United States for the district in which the defendant resides or any district
in which the defendant conducts business or in which a violation of this section was
discovered.

“(d) In determining the amount of any civil penalty to be assessed under this
section, the district court—

%(1) shall treat as a separate violation—

“(A) each parcel mailed or caused to be mailed as described in para-
graph (1) or (2) of subsection (b); and

“(B) each container, packaging kit, or similar device manufactured, dis-
tributed, or sold as described in subsection (b)3); and

“(2) shall take into account—

“(A) the nature, circumstances, extent, and gravity of each violation
committed; and

“B) with respect to the person found to have committed such violation,
the degree of culpability, any history of prior offenses, ability to pay, effect
on ability to continue to do business, and such other matters as justice may
require.

“(e) All penalties collected under authority of this section shall be paid into the
Postal Service Fund established by section 2003.”.

(b) CLERICAL AMENDMENT.—The table of sections at the beginning of chapter 30
of title 39, United States Code, is amended by adding at the end the following:

43016, Civil penalty for prohibited mailing and deficient packaging of hazardous matter.”.

Subtitle B—Other Provisions

SEC. 811. STALKING FEDERAL OFFICERS AND EMPLOYEES.

(2) IN GENERAL.—Chapter 41 of title 18, United States Code, is amended by
adding at the end the following:

“3881. Stalking Federal and postal officers and employees
“(a) Whoever—

“(1) repeatedly engages in conduct (including maintaining a visual or phys-
ical proximity or communicating a verbal or written threat) directed at another
person who is or was an officer or employee—

“(A) in the executive, legislative, or judicial branch of the Federal Gov-
ernment; or
“(B) in the United States Postal Service;
while such other person is engaged in official duties or on account of such du-

S5
“2) knows that such conduct is likely to place that other person in reason-
able fear of sexual battery, bodily injury, or death; and
“(3) thereby induces such fear in that other person;
shall be punished as provided in subsection (b) of this section.
“(b)(1) The punishment for an offense under subsection (a) is—
“(A) in the case of a first conviction under such subsection—

“(i) if, during the commission of the offense, the offender uses a deadly
or dangerous weapon, a fine under this title or imprisonment for not more
than 10 years, or both;

“(ii) if the offense violates a protective order, a fine under this title or
imprisonment for not more than 5 years, or both; and

“(iii) in any other case, a fine under this title or imprisonment for not
more than 3 years, or both; and
“B) in the case of a second or subsequent conviction under such subsection,

a fine under this title or imprisonment for not more than 15 years, or both.
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“(2) If a sentence of probation is imposed for an offense under this section, the
court shall require the defendant to undergo appropriate psychiatrie, psychological,
or social counselling.

“(c)(1) Whoever is aggrieved by a violation of this section may, in a civil action,
obtain appropriate relief from the person engaging in that violation. Such relief may
include compensatory and punitive damages, and injunctive or declaratory relief,
and Ehall include reasonable attorney’s fees.

“(A) the court issues an injunction under this subsection;

“(B) the person against whom the injunction is issued is an officer or em-
ployee in the executive branch of the Federal Government or in the United
States Postal Service; and

“(C) there is a nexus between the enjoined conduct and such person’s office
or employment;

the court may order that the person be suspended or summarily discharged from
such office or employment.

“(d)} As used in this section, the term ‘protective order’ means any court order
that requires an individual—

“(1) to refrain from behavior prohibited by subsection (a); or

“(2) to refrain from contact with the person who subsequently is a victim
of the offense under such subsection that is committed by that individual.”.

(b) CLERICAL AMENDMENT.—The table of sections at the beginning of chapter 41
of title 18, United States Code, is amended by adding at the end the following:

“881. Stalking Federal and postal officers and employees.”.
SEC. 812, NONMAILABILITY OF CONTROLLED SUBSTANCES.

Section 1716 of title 18, United States Code, is amended by adding at the end
the following:

“Whoever knowingly deposits for mailing or delivery, or knowingly causes to be
delivered by mail, according to the direction thereon, or at any place at which it
is directed to be delivered by the person to whom it is addressed, unless in accord-
ance with the rules and regulations authorized to be prescribed by the Postal Serv-
ice, any controlled substance, as that term is defined for the purposes of the Con-
trolled Substances Act, shall, if the distribution of a like amount of such substance
is a felony under such Act, be fined under this title or imprisoned not more than
5 years, or both.”.

SEC. 813. ENHANCED PENALTIES.

Pursuant to its authority under section 994 of title 28, United States Code, the
United States Sentencing Commission shall amend its sentencing guidelines to—

(1) appropriately enhance penalties in cases in which a defendant is con-
victed of stealing or destroying a quantity of undelivered United States mail,
in violation of sections 1702, 1703, 1708, 1709, 2114, or 2115 of title 18, United
States Code; and

(2) establish that the intended loss in a theft of an access device as defined
in section 1029(e)(1) of title 18, United States Code, shall be based on the credit
line of the access device or the actual unauthorized charges, whichever amount
is greater.

SEC. 814. POSTAL BURGLARY PROVISIONS.

(a) LARCENY INVOLVING POST OFFICE BOXES AND POSTAL STAMP VENDING Ma-
CHINES.—Section 2115 of title 18, United States Code, is amended—
(1) by striking “or” before “any building”;
(2) by inserting “or any post office box or postal products vending machine,”
after “used in whole or in part as a post office,”; and
(3) by inserting “or in such box or machine,” after “so used”.

(b) RECEIPT, POSSESSION, CONCEALMENT, OR DISPOSITION OF PROPERTY.—Sec-

tion 2115 of title 18, United States Code, is amended—
(1) by inserting “(a)” before “Whoever”; and
(2) by adding at the end the following:

“(b) Whoever receives, possesses, conceals, or disposes of any mail matter,
money, or other property of the United States, that has been obtained in violation
of this section, knowing the same to have been unlawfully obtained, shall be fined
under this title or imprisoned not more than 5 years, or both.”.

SEC. 815. MAIL, MONEY, OR OTHER PROPERTY OF THE UNITED STATES.

(a) ENHANCED PENALTY FOR ROBBERY.—Subsection (a) of section 2114 of title
18, United States Code, is amended to read as follows:
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“(3) ASSAULT.—Whoever assaults any person having lawful charge, controi, or
custody of any mail matter or of any money or other property of the United States,
with intent to rob, steal, or purloin such mail matter, money, or other property of
the United States, or robs or attempts to rob any such person of mail matter, or
of any money, or other property of the United States, shall, for the first offense, be
imprisoned not more than 10 years or fined under this title, or both. If, in effecting
or attempting to effect such robbery the defendant wounds the person having cus-
tody of such mail, money, or other property of the United States, or puts that per-
sor’s life in jeopardy by the use of a dangerous weapon, or the offense is a subse-
quent offense under this subsection, the defendant shall be imprisoned not more
than 25 years or fined under this title, or both. If the death of any person results
from the offense under this subsection, the defendant shall be punished by death
or life imprisonment.”.

(b) ATTEMPT OFFENSES.—

(1) The second paragraph of section 501 of title 18, United States Code, is
amended by striking “uses or sells,” and inserting “uses or sells or attempts to
use or sell,”.

(2) Section 1711 of title 18, United States Code, is amended by inserting
“attempts to loan, use, pledge, hypothecate, or convert to this own use,” after

O

“converts to his own use,”.
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Mr. McHUGH. We have four panels this morning and in all likeli-
hood into this afternoon. Like all of you, we are here to listen to
them and to review their comments. I would ask unanimous con-
sent that my prepared statement be entered into the record in its
entirety, as I would also ask unanimous consent that all Members
have that opportunity to do so, as well.

[The prepared statement of Hon. John M. McHugh follows:]
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Statement of the Honorable John M. McHugh, Chairman
Subcommittee on the Postal Service

H.R. 22 Hearing — February 11, 1999

Good Morning. The Subcommittee’s first meeting in the 106™
Congress will come to order. I welcome all of my colleagues. I takeitasa
positive sign that on both sides of the aisle, all Members chose to return to
the Subcommittee, and the only Member we lost, Mr. Sessions, was a result

of his new position on the Rules Committee.

The Subcommittee has existed for four years, and in that time we have
researched, analyzed, developed, proposed, and revised a bill to
fundamentally modernize our nation’s postal laws for the first time since
1970. My guiding principle has been to do it right, not quickly. Indeed,
throughout this 4 year process, we have attempted to ensure that the public
and all postal stakeholders have had repeated opportunities to pfovide input
on the original legislation and the subsequent revisions. H.R. 22, the Postal
Modernization Act of 1999, is the exact same bill that passed our
Subcommittee in a bipartisan manner at the end of the 105™ Congress.
Although H.R. 22 is now a well-refined bill with a long history of numerous
hearings and public commentary behind it, we continue the open and
methodical process today with the first of two comprehensive hearings on

the current version.

Our first witness will be the Postmaster General and Chief Executive
Officer of the U.S. Postal Service, William Henderson. It was his

predecessor’s call for reform of the current regulatory system four years ago

1
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that was probably the most important factor in starting the Subcommittee on
this journey. This past Christmas Eve, and then again just two and a half
weeks ago, the Postmaster General provided us with suggested amendments
that address the remaining areas of concern for the Postal Service with the
current version of the bill. I very much welcome his constructive
engagement in this endeavor, and look forward to exploring some of the

specifics of his proposals this morning.

Our second panel will be comprised of the five Postal Rate
Commissioners, led by the Chairman, Edward Gleiman. In addition to
welcoming back Chairman Gleiman and Vice Chairman LeBlanc, this is the
Subcommittee’s first opportunity to also hear from the three newest
Commissioners, Commissioner Omas, Commissioner Goldway, and
Commissioner Covington. In the past four years, the entire Postal Rate
Commission — in particular Chairman Gleiman — has been an invaluable
partner in many of the Subcommittee’s efforts. Time and again the
Commissicn has provided its expertise in helping us improve and strengthen
H.R. 22. And again today we welcome the Commission’s comments,

insights, and suggestions.

Our third and fourth panels will be comprised of the Postal Service’s
three management associations and four major unions. While H.R. 22
reflects a comprehensive and balanced — and I want to emphasize the word
“balanced” — approach toward addressing the needs and concerns of all
interested parties, primary among these interests are the loyal, dedicated, and
hardworking employees of the U.S. Postal Service. The current version of

H.R. 22 reflects the many suggestions that the employees have put forth.
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When they have raised serious and legitimate concerns, we have responded
with appropriate modifications: whether it was redesigning a price cap
system to specifically recognize wages and benefits, and respect the
collective bargaining process; modifying the scope of the monopoly to
maintain its wide coverage; moving the universal service study solely in the
purview of the Postal Service; changing the labor-management relations
study from an outside commission to a process where all parties have a
voice; dropping some provisions such as the mailbox demonstration project
or the appeals of MSPB decisions; or adding a labor representative to the
Board. I look forward to continuing this dialogue with the employee groups

when they testify today.

The details of H.R. 22 have been before us for quite some time, and [
won’t review them here. The purpose of H.R. 22 is twofold: to give the
Postal Service greater freedom and enhanced tools to compete while
establishing new rules to ensure fair competition and protect the public

interest.

Although it is obvious to those who understand H.R. 22, I must clear
the air regarding what appears to be some confusion about this bill, even by
a witness in one of the later panels. As the Postmaster General will point out
in his testimony, a price cap replaces cost-of-service regulation with an
incentive based regulatory system. However, because a few provisions of
H.R. 22 are adapted from the Federal Communications Commission’s
experience with incentive regulation, some have suggested that this bill is
the same thing as telecom reform, or the break-up of AT&T, or even

equivalent to deregulation generally such as in aviation. The comparison
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has been made, in my opinion, to subtly suggest that the negative effects of
those efforts will result from modernizing our nation’s postal laws. I believe

the analogy is illogical and inaccurate.

H.R. 22 is not about “breaking up” the Postal Service, as the court
system required of AT&T, nor is it about trying to force competition into the
postal and delivery sector, as Congress attempted to do when it deregulated
the airlines and telecom. The postal system is already fiercely competitive.
HR. 22 simply recognizes that we will doom the Postal Service to failure
unless we act to update our nation’s laws so that the Service can adapt,
compete, grow, and survive in carrying out-its universal service mission well

into the 21 century.

And it will take some time for the Postal Service to adapt. HR. 22, if -
enacted today, would set in motion a series of reforms that will probably not
be fully implemented until some time in 2007, the end of the first five-year
rate cycle. Those who support amendments or alternatives to H.R. 22 must
keep such timeframes in mind. Reasoned and gradual change is the friend of

all who wish to see a healthy and efficient postal system in the next century.
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Mr. McHuGH. We have today, as I said, four panels. Our lead
panelist, of course, is the distinguished Postmaster General of the
United States, William Henderson. This is the PMG’s first appear-
ance for this year and we’re welcoming him once again. And, of
course, our continued best wishes.

We also have, on our second panel, the Postal Rate Commission
members led by its chairman, Edward Gleiman, and five of its
members. I will extend to him the honor of introducing them at the
appropriate time. Our third and fourth panels will be comprised of
the Postal Service’s three management associations and its four
major unions.

I also wish to state that there is a need to clear the air in one
regard with what appears to be some confusion about this bill, as
we may hear from one of the witnesses on a later panel.

As the Postmaster General will point out in his testimony, and
I know this because I've read it as I've read all of the pre-prepared
testimony, a price cap replaces cost of service regulation with an
incentive-based regulatory system. However, because of a few pro-
visions of H.R. 22 being adopted from the Federal Communications’
experience with incentive regulations, some in the postal commu-
nity have suggested that this bill, H.R. 22, is the same thing as
telecom reform, or even the breakup of AT&T, or equivalent to de-
regulation of such sectors as the aviation industry.

Comparison has been made, in my opinion, to suggest, albeit sub-
tly, that the negative effects of some of those efforts will somehow
be felt again, if and when we modernize our Nation’s postal laws.
I want to state that I believe that analogy is certainly inaccurate
and, I would argue, it’s rather illogical as well.

H.R. 22 is not about breaking up the Postal Service as the courts
required in the case of AT&T. Nor is it about trying to force com-
petition into the postal and delivery sectors as Congress did indeed
attempt to do when it deregulated both the airline industry and the
telecom industry.

The Postal Service is already fiercely competitive. I think all of
us understand that. H.R. 22 simply recognizes that we will doom
the Postal Service to failure unless we act to update our Nation’s
laws so that the Service can adapt, compete, grow and survive in
carrying out its universal service mission well into the 21st cen-
tury.

And it will take some time for the Postal Service to adapt, even
if H.R. 22 were enacted today, and I don’t believe we’re going to
do that, are we? No, not today. But even if that were the case, it
would set into motion a series of reforms that would probably not
be fully implemented until some time in the year 2007, which
would be the end of the first 5-year rate cycle.

Those who support amendments or alternatives to H.R. 22 must,
I think, keep those kinds of timeframes in mind. Certainly rea-
soned and gradual change is the friend of all who wish to see a
healthy and efficient Postal Service into the next century.

So with that little editorialization aside, again, I welcome you all.
Before I yield to my friend from the great State of Pennsylvania,
the ranking minority member, I would like to yield to the chairman
of the full committee, the gentleman from Indiana, Mr. Burton, for
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any comments he may wish to make, and certainly with our appre-
ciation for his joining us here this morning. Mr. Chairman.

Mr. BURTON. Thank you, Chairman McHugh. First of all I want
to congratulate you and thank you for all the hard work you and
the ranking member have done over the past 4 years to bring this
bill to this point. I don’t know of anybody else in the Congress who
would have liked to have done this job.

I'm not sure that you really wanted to do it but you’ve done an
outstanding job, and it’s a real testimony to you. And I hope your
constituents are watching because they ought to know how hard
you worked on this as well.

This bill is a very important bill. And it’s one that I'm particu-
larly interested in. That’s why I decided to be a co-sponsor with
Chairman McHugh. I'd like to first state that although a lot of the
provisions in the bill are extremely good, nothing is in concrete. It’s
still a fairly fluid document although we’re probably going to use
90 percent of it.

But I've met with Chairman McHugh and some other people
from other areas of the postal community and private sector and
they still have some differences of opinion. I understand that there
may be as many as 75 to 100 or maybe more amendments. We
hope to pare that down. But over the next few weeks, we're going
to be meeting again and Chairman McHugh is going to bring me
up to date, because I'm not as conversant with this subject as I
want to be before we bring it to the full committee.

I'm going to try to make sure that we accommodate as many peo-
ple as possible. There needs to be level playing field so that the pri-
vate sector and the Postal Service can compete fairly with one an-
other, and there is still some concern about that.

Last year the then Postmaster came to see me about the postal
rates and the rate increase that was about to take place. And just
to let you know that our committee does not have the latitude that
I would like for it to have, I told him that I thought the 1 cent in-
crease in the price of postage was not necessary, because there had
been over $1 billion in black ink in the previous financial state-
ment by the Postal Service and last year was well over $500 mil-
lion. And we didn’t think a postal rate increase was necessary.

Nevertheless, the Postal Rate Commission didn’t agree with us
and they went ahead and increased that. Those are some of the
concerns that we’ve had in the past and although this bill doesn’t
address them, it’s one of the things that I'm concerned about in the
future. That’s why I'm particularly concerned about this one provi-
sion that you were talking about just a few moments ago.

Let me just make sure I cover all my notes. I don’t think I want
to go into all the details that may be of concern to me in the bill
because I think most of you are familiar with those. But I think
in the next 10 years or so we're going to see a radical change in
the way we communicate with one another.

Faxes have become a way of life, e-mails have become a way of
life. And unless we come out with something that realizes that fact,
we’re going to have rates going up in the Postal Service, because
people will be shifting into these electronic means of communica-
tion and the Service may suffer as a result of that.
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These are things that have to be addressed, so that while com-
munication moves into the 21st century we’re still providing the
best service for the people of this country at the lowest possible
cost.

I'd like to submit, Mr. Chairman, my entire statement for the
record, but I want all of those interested parties to know that
Chairman McHugh has asked me to sit down with him, and I've
asked him to sit down with me and interested members of the var-
ious communities who are interested in this bill to talk about some
final changes that might fine tune this bill to make it even better
than it already is. And we’re going to be working very hard to
make sure that’s accomplished in the next few weeks.

But let me just say one more time that I don’t know of anybody
in the Congress that could have done as good a job as Chairman
McHugh has over the past 4 years, with all the interested parties
and all the diverse opinions on how this ought to be done, than he
has. And so I want to congratulate him once again and tell him I'm
very proud of him and I look forward to working with him to get
the final product completed. Thank you.

[The prepared statement of Hon. Dan Burton follows:]
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STATEMENT OF THE HONORABLE DAN BURTON
Subcommittee on the Postal Service
February 11, 1999

Today the Postal Service Subcommittee is holding its first of two hearings on
H.R. 22, the Postal Modernization Act of 1999. I am pleased to be an original cosponsor
of this legisiation. As Chairman of the Government Reform Committee, 1 have made
passing a postal reform bill one of the Committee’s top priorities this year.

1 especially want to take this opportunity to commend Chairman McHugh for his
hard work -- for over four years now -- on behalf of postal reform. John McHugh has
undertaken a Herculean task and he has brought this bill a long way.

Yet much work remains to be done in order to pass postal reform. While many in
the postal community support the goals of H.R. 22, there are significant differences of
opinion regarding the specific provisions of this bill. This bill is still a work in progress.
Let me reassure those who are here today and the American public that this bill is writien
in ink, not in concrete. There will be opportunities as the legislative process continues to
improve the bill. The purpose of this hearing, and the hearing next month, is to identify
concerns about H.R. 22 and look for ways to address them.

As the Chairman of this Committee and a ten-year veteran of the old Post Office
and Civil Service Committee, I believe a postal reform bill must follow two principles.
First, it must allow the Postal Service to modernize and compete in the 21% Century. And
secondly, it must be put on a level playing field with its private sector competitors.

Today’s witnesses include Postmaster General Bill Henderson, Postal Rate
Commission Chairman Ed Gleiman and other members of the Postal Rate Commission,
and representatives of postal employee organizations. I would like to welcome all of
these witnesses today.

H.R. 22 is identical to last year’s bill, which was approved by the Subcommittee.
Since the postal community is already quite familiar with the contents of H.R. 22, I will
focus my comments on the need for this legislation.

The future threat to the Postal Service should be very clear to all of us here today,
despite the Postal Service’s success in recent years. Many observers ask why do we need
postal reform now when the Postal Service is financially strong and providing excellent
service? We went four years without a postage rate increase, and I believe even that
increase was unnecessary. But rapid changes in communication technology, which are
now taking place, don’t allow Congress and the Postal Service the luxury of an “if it ain’t
broke, don’t fix it” attitude.

Every day more and more communication is shifted from traditional paper mail to
electronic mail. In the 1980s and early 1990s we saw fax machines come into wide use,
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and now in the late 1990s we are seeing e-mail rapidly increase in popularity.
Technological change is happening so fast that I'm hesitant to predict how Americans
will communicate in the next decade and beyond, other than the fact that it probably
won’t be on pieces of paper in envelopes! Yet despite these changes, our nation still
needs to maintain quality, universal mail service. This service needs to remain affordable
for all Americans. But if current trends continue, and there is certainly every reason to
believe that they will, the Postal Service will have significantly lower revenues and less
first-class mail to deliver. While at the same time still being mandated by law to provide
universal service at uniform rates across America. This is something the Postal Service,
as it is currently structured, will not be able to do. Either postage rates will increase
dramatically or service will suffer, or both. As Chairman of the Government Reform
Committee, I find this unacceptable.

At the risk of oversimplifying a rather extensive and complex set of changes, I
think it’s fair to say that H.R. 22 has two primary goals: modernization of the Postal
Service to ensure the continuation of universal, affordable mail service into the 21st
century, and ensuring a level playing field in those areas where the Postal Service
competes with private sector businesses. H.R. 22 envisions a Postal Service that is
competitive, but also competes fairly with private companies.

H.R. 22 offers the Postal Service flexibility to succeed in a businesslike manner in
the rapidly changing world of communications. At the same time H.R. 22 protects the
consumer by requiring the Postal Service to operate more efficiently, and limits rate
increases.

Again, I welcome our witnesses, and I look forward to your testimony on H.R. 22
and the future of the Postal Service.
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Mr. McHuGH. Well, thank you, Mr. Chairman. I deeply appre-
ciate those kind comments. We've had a lot of great help, a lot of
support on both sides on the aisle. And particularly, Mr. Chairman,
with your leadership and your input and assistance, we’ve come a
long way and I thank you for that. With that it’s my pleasure now
to yield to the gentleman from Pennsylvania, Philadelphia, PA, to
be specific, the ranking minority member, Chaka Fattah.

Mr. FATTAH. Thank you, Mr. Chairman. And to the full com-
mittee chairman, it is, I think for all of us an important step as
we approach the possibility of a mark-up on H.R. 22. Postal reform
is something, as Chairman Burton has mentioned, and also the
chairman of this subcommittee has made it very clear is important
to a number of the stakeholders who are in this room and who we
will be hearing from today, both the unions and the others who are
involved in the implementation of postal service.

We have mailers and we have private sector competitors to the
Postal Service. But there is, in the final analysis, another group of
shareholders who won’t be directly represented in the testimony
today that we need to keep uppermost in our mind, and that is the
citizenry of our country who depend every day on the U.S. Postal
Service to provide a universal service to them. They, above and be-
yond the other stakeholders should be the focus of our efforts at re-
form.

I know that for my good friend, the gentleman from New York,
that this will be a central focus of our work as we go forward. And
that we do want to ease any unfair burden on those who are pri-
vate sector participants in this process. But we cannot assume
something that is not the case, and that is that they somehow are
in the same business as the U.S. Postal Service.

There is only one U.S. Postal Service, there is only one entity
with the burden and the responsibility given to them by the Con-
gress to deliver mail anywhere in this country, notwithstanding the
economics of it, and to do that in an efficient and an effective man-
ner. So I want to thank the Postmaster General, who we will hear
from, for his leadership. He is doing an excellent job and also keep-
ing us informed as it relates to his work.

I want to welcome, I understand we have a new committee mem-
ber, Mr. Miller, from Florida, who is not with us yet today, but wel-
come him to the subcommittee. There is a lot going on today. I
have Secretary Riley down the hall in another committee hearing.
But there is always a lot going on in the Congress so we’ll try to
manage it as well as we can.

I'll offer some formal remarks for the record, as we go forward.
And I look forward to being engaged in this activity. The postal re-
form is now fully on the front burner of the full committee. And
I think we can tell by the chairman’s presence here this morning
that he intends to have some action in this regard. Thank you.

Mr. McHuUGH. I thank the gentleman. I particularly thank him
for his very active leadership on this subcommittee and for his role
in assisting the effort that we’re all concentrating on and the pur-
pose for our meeting here this morning. Let me yield now to the
dean of the New York State delegation, a good friend and certainly
a leader of longstanding on postal issues, a gentleman, as I said,
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from New York, Mr. Gilman, for any comments he may wish to
make.

Mr. GiLMAN. Thank you, Mr. Chairman, I'll be brief because 1
know we have some important participants this morning that we
want to hear from. I want to commend you and the ranking minor-
ity member, Chaka Fattah, for the wonderful work you've been
doing in taking what occurred over the last session, putting it into
the new revised H.R. 22, the Postal Reform Act, which I'm sure
with a lot of good work by all of us can help to make our Postal
Service even better.

It’s still one of the best in the world, and we commend our Post-
master General, who is here, for making certain that we are right
up there, up front, compared to other postal services around the
world, and I've had an opportunity to visit a number of them.

But I want to thank you, Mr. Chairman, for your persistence and
patience in the extensive work you've been doing to bring this
about. We know the kind of hard work it’s been in gathering all
of the evidence, and listening to all of the testimony.

As the chairman is well aware, there is a great need to ensure
that our Postal Service will be adequately prepared to meet the
needs of our ever expanding competitive market in the 21st century
and all of the technological improvements that are taking place in
communication.

Since serving on the initial House Post Office and Civil Service
Committee, and I see some folks who've been with us for a number
of years out there, I've been a strong advocate of making certain
that the Postal Service provide adequate service to its customers
for years to come while simultaneously maintaining a good work
environment that continues to honor its commitment to its employ-
ees. The biggest part of our Postal Service, of course, is over
700,000 postal workers who serve our Nation. And it’s so important
that they have input and that they be assured that there is input
in this measure.

I think the bill before us accomplishes a number of major goals,
and I'm certain we’ll hear some other proposals that should be
added. It’s important to note that the public and all postal stake-
holders have related opportunities to provide input and revisions
under H.R. 22, and I'm sure today’s testimony will give us some ad-
ditional constructive ideas. In fact, we’ve heard nothing but praise
for both the chairman and the open process from those who visited
with me to discuss this measure.

In that regard, I was pleased to be able to seek approval of an
amendment to this measure during our subcommittee’s mark-up in
the last Congress, which is included in the chairman’s introduction
of the bill to the Congress. That amendment protects the rights,
the privileges and benefits of both employees of the Postal Service
and the labor unions representing them, and stems from some of
the concerns that arose from the Postal Union in regard to the
postal regulatory portion of the bill.

Accordingly, with H.R. 22’s inclusion of that amendment, it’s now
the sense of the Congress that nothing in a Postal Rate Commis-
sion section should restrict, expand or otherwise affect any of the
rights, privileges or benefits of either employees of the U.S. Postal
Service or labor organizations representing those employees, as es-
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tablished under the National Labor Relations Act. And this meas-
ure may not be a perfect bill, but it’s close to one. I think the postal
community should support the shape and operation of our Postal
Service.

Remaining concerns can and I'm certain will be discussed as this
process continues in the subcommittee, in our full committee, and
onto the floor. And I want to again commend you for moving it for-
ward at this early stage in this session. And I encourage all parties
who want to be part of the solution to come to the table or, as they
say, “If you don’t come now the train will be leaving the station
very shortly.” Thank you, Mr. Chairman.

[The prepared statement of Hon. Chaka Fattah follows:]
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Mr. Chairman:

1 would like to join you, Mr. Chairman in welcoming Congressman
Dan Miller (R-FL), to our Subcommittee. Not only is this our first
hearing since we have organized, it is also the first hearing this Congress
on H.R. 22, the Postal Modernization Act of 1999.

Along with greeting our new colleague, I must also take the time to
welcome a new member of the Postal Rate Commission, Commissioner
Dana B. “Danny” Covington. Besides recognizing new members and
commissioners, I extend greetings to our panelists and look forward to
your testimony.

In reviewing the testimony to be presented today, I was struck by
how forthcoming your remarks are and how much of a “work in progress”
postal reform will truly be. 1 was also struck by the enormous job we, as -
Members of Congress have in making sure that the public -- not just the
mailers, competitors, and established postal community -- understands
and will benefit from postal reform.

Along that line, T have broken down the postal reform issue into
three key words: People, Prices and Service. My meaning is a bit
different from the words uttered by former Postmaster General Marvin
Runyon, who when calling upon Congress to “reform” the Postal Service
Reorganization Act of 1970, asked for regulatory relief in the areas of
“People, Prices and Products.”
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As I see it, the task before us is to ensure the preservation and
continuation of universal service to all Americans -- to all people. And, to
do so at reasonable prices along with an increase in postal services
available to the public; not, a decrease or degredation in the quality.
and quantity of services rendered to consumers.

The people aspect also encompasses jobs -- postal jobs. Just how
will postal employees, the movers and carriers of our mail, fare? Will
their jobs shift to other areas, other companies or will they just disappear.
How will such change impact mail delivery, mail services and universal
service? These are critical questions which must be answered in our
quest to reform the postal service.

As the recent Associated Press poll released last month showed,
“almost three-fourths of Americans believe the Postal Service is doing
and excellent or good job.” When pressed, those polled indicated that
their biggest concerns are the speed of mail delivery, the cost of stamps
and counter service.

With that as our backdrop, I look forward to working with the
Chairman, my colleagues and those testifying before us, in refining postal
reform legislation. I am sure that Chairman McHugh would agree that we
have come a long way from the first time Marvin Runyon requested a
simplified and shortened rate making process, the ability to offer volume
discounts and bring new products to the marketplace in a more timely
mannet, and replace the current collective bargaining and grievance
arbitration process.

Thank you.
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Mr. McHUGH. I thank you for your comments here today, and
more importantly, for your work not just now but over so many
years on behalf of this very important organization.

Mr. GILMAN. Mr. Chairman.

Mr. MCcHUGH. Yes.

Mr. GiLMAN. If you'll forgive me.

Mr. McHUGH. Certainly.

Mr. GILMAN. I'm chairing a mark-up in my own committee, but
I will be coming back and forth and I will ask my staff to stand
by. Thank you, Mr. Chairman.

[The prepared statement of Hon. Benjamin Gilman follows:]
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iRemurks by Rep. Gilman
{H.R. 22, the Postal Reform Act
1September 24, 1998

|

i
{

THANK YOU MR. CHAIRMAN....

I AM PLEASED TO PARTICIPATE IN TODAY’S

iHEARlNG ON H.R. 22, THE POSTAI. REFORM ACT...

[ WANT TO CONGRATULATE THE CHAIR]\:AAN FOR
l%-ﬂS PERSISTENCE AND HARD-WORK DURING THE
L;’AST FOUR YEARS WITH REGARD TO THIS
[iiMPORTANT ISSUE. THOUGH, I WOULD EXPECT NO

[;;ESS IFROM A FELLLOW NEW YORKER.
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. AS THE CHAIRMAN IS WELL AWARE, THERE IS A
%GREAT NEED TO ENSURE THAT THE POSTAL SERVICE
EWILL BE ADEQUATELY PREPARED TO MEET THE
;NEEDS OF AN EVER EXPANDING AND COMPETITIVE
i[POSTAL SYSTEM MARKET IN THE 21ST CENTURY.
|

SINCE SERVING ON THE ORIGINAL HOUSE POST
(EBFFICE AND CIVIL SERVICE COMMITTEE, | HAVE
éEEN A STRONG ADVGCATE OF ASSURING THAT THE
Ei"OSTAL SERVICE PROVIDE ADEQUATE SERVICE TO
I’TQ CUSTOMERS FOR YEARS TO COME, WIHLE
glMUL'I’ANEOUSLY MAINTAINING A WORK
EiNVIRONMENT THAT CONTINUES TO HONORITS

COMMITMENT TO ITS EMPLOYEES.
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THE BILL BEFORE US TODAY, IS ONE THAT I

|
'BELIEVE ACCOMPLISHES THESE GOALS...

|
‘ IT IS IMPORTANT TO NOTE THAT THE PUBLIC
EAND ALL POSTAL STAKEHOLDERS HAVE HAD
}{EPEATED OPPORTUNITIES TO PROVIDE INPUT AND
EREVISIONS TO H.R. 22.

: IN FACT, Il HAVE HEARD NOTIIING BUT PRAISE
%OR BOTH THE CHAIRMAN AND HIS OPEN PROCESS
1%"ROM THOSE WHO HAVE VISITED WITH ME TO

]#)ISCUSS HR.22..
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IN THIS REGARD, I WAS SUCCESSFUL IN SEEKING
%APPROVAL OF AN AMENDMENT TO HR 22 DURING
OUR SUBCOMMITEE’S MARK-UP LAST CONGRESS,
!WHICH HAS BEEN INCLUDED IN CHAIRMAN

!McHUGH’S H.R. 22 INTRODUCTION THIS CONGRESS.

i
i
!
i

» THIS AMENDMENT PROTECT THE RIGHTS,
T;’R]VILEGES, AND BENEFITS OF BOTH EMPL.OYEES OF
THE POSTAL SERVICE AND THE LABOR UNIONS
l%{EPRESENT]NG THEM, AND STEMS FROM SOME
(’?JONCERNS THAT AROSE FROM THE POSTAL UNIONS
\’E’VITH REGARD TO THE POSTAL REGULATORY

PORTION OF THE BILL.
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' ACCORDINGLY, WITH H.R. 22's INCLUSION OF
’MY AMENDMENT, IT IS NOW THE SENSE OF THE
%CONGRESS THAT NOTHING IN THE POSTAL
EREGULATORY COMMISSION SECTION SHOULD
i_RESTRICT, EXPAND, OR OTHERWISE AFFECT ANY OF
THE RIGHTS, PRIVILEGES, OR BENEFITS OF EITHER
iEMPLOYEES OF THE UNITED STATES POSTAL
éERVICE, OR LABOR ORGANIZATIONS REPRESENTING
éMPLOYEES OF THE UNITED STATES POSTAL SERVICE

AS ESTABLISHED UNDER THE NATIONAL LABOR

RELATIONS ACT.
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" HR.22 MAY NOT BE A PERFECT BILL, BUTIT IS
CLOSE AND ONE THAT [ THINK TI{E POSTAL

\COMMUNITY SHOULD SUPPOR'T 10 SHAPE THE

bPERATION OF THE NATION’S POSTAL SYSTEM...

REMAINING CONCERNS CAN AND [ AM SURE
WILL BE DISCUSSED AS THE PROCESS CONTINUES IN
';;I“HE SUBCOMMITTEE, FULL COMMITTEE, AND ON TO

THE HOUSE FLOOR.
ACCORDINGLY, I ENCOURAGE ALL PARTIES WHO
WANT TO BE PART OF THE SOLUTION TO COME TO

THE TABLE OR BE PREPARED TO BPE LEFT BEHIND.

THANK YOU....
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Mr. McHUGH. I understand. You have my proxy, Mr. Chairman.
With that, I'd be happy to yield to one of the few Members that
I'm aware of that actually lobbied to get on this subcommittee. I'll
leave it to you what that says about him. I think it makes him
pretty special, but that’s one person’s opinion. The gentleman from
Ohio, Mr. LaTourette.

Mr. LATOURETTE. Thank you, Mr. Chairman. Under unanimous
consent request, I'll submit my remarks for the record. I would like
to say this is the only subcommittee that I requested and Chair-
man Burton was kind enough to give me additional responsibilities,
as well, not requested, but I look forward to serving him.

The reason I picked this subcommittee is not only because of the
important work that the Postal Service does and all of the indus-
tries and businesses that rely on the Postal Service, but also be-
cause of my admiration for you and the ranking member, Mr.
Fattah, and the extraordinary work that I witnessed in the last two
Congresses on H.R. 22, which is the only time that I've been here.
And if you are going to stick it out and get postal reform through
the House, the Senate, and signed by the President, I'm going to
be here with both of you and we’ll all do it together. So I thank
you for that.

Mr. McHUGH. I thank you very much. We're looking forward to
your presence. You are an invaluable part of this effort. So with
that, again, Mr. Postmaster General, welcome. It is always a pleas-
ure to have you here with us. As I noted, this is our opening salvo
for the 106th Congress, and, of course, your first appearance in this
new session. So we're looking forward to your comments.

The rules of the full committee, as those who have been to these
hearings in the past recall, require that all witnesses be sworn in
before they present oral testimony. So with that I'd ask you to rise
and repeat after me.

[Witnesses sworn.]

Mr. McHUGH. Let the record show that the witnesses have re-
sponded to the oath in the affirmative. And with that, Mr. Post-
master General, without further adieu let me turn our attention
and the floor to you, sir, and welcome.

STATEMENT OF WILLIAM HENDERSON, POSTMASTER GEN-
ERAL, ACCOMPANIED BY MARY S. ELCANO, SENIOR VICE
PRESIDENT AND GENERAL COUNSEL, U.S. POSTAL SERVICE

Mr. HENDERSON. Thank you, Mr. Chairman, and thank you for
the opportunity to testify today. My written testimony I'll submit
for the record, as I have in the past, rather than read back to you
a speech you've read, which to me seems a bit boring. And I want
to introduce Mary Elcano. Mary is our general counsel and she is
head of the team that drafted the amendments that we make to
H.R. 22.

Mr. McHUGH. Yes. I welcome you, too, this morning, Ms. Elcano,
and look forward to your legal interpretations as they may occur.

Ms. ELCANO. Thank you.

Mr. HENDERSON. For the record, I'm not a lawyer. I do want to
make some general comments. I do want to go back about 5 years.
We were sitting in a room at Postal Headquarters, and we were de-
bating which of two schools of thought ought to be adopted by the
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Postal Service, and that was a debate that was occurring among
our Governors too.

Our two schools of thought were, one, to just leave the Postal
Service alone, allow it to atrophy, through electronic diversion of
competitors, not change anything.

The other one was to say that universal service should be pre-
served. Universal service is not defined that often, but I think at
the core of universal service is regularly scheduled delivery and col-
lection of mail throughout this country so that a mail carrier will
go down your street, whether you have one piece of mail or no mail,
to check on it. It’s hardwired delivery throughout the United
States. It’s not maximized for profit, it’s sitting there to provide
service.

In discussing this, we, along with all the posts of the world hav-
ing the same discussion, decided that the U.S. Postal Service is an
American treasure. It’s an institution that ought to be preserved.
It’s vital to this economy. It has a work force of over 700,000, and
that stretches to millions of people in this country for employment,
millions, along with the industries it supplements.

So out of that came the need to be more commercial, and that
need was recognized at the same time around the world. And the
Postal Service became more commercial at the same time. What
was also happening with the U.S. Postal Service is that its quality
was being upgraded. And its quality was becoming very, very com-
petitive, and its quality improved in terms of timely delivery.

It started to affect private sector competitors who, heretofore,
had not really focused on the Postal Service because it was not an
alternative. Suddenly it became an alternative. So that creates
some complexity to this discussion about universal service and
about preservation of the Postal Service.

You very wisely introduced a bill for postal reform. In the mean-
time, posts around the world began to do their own reformation.
Suddenly, what had in the past been bureaucratic, kind of slow
moving entities, out of that reformation suddenly came highly com-
petitive institutions in countries all over Europe and around the
world.

A classic example of that is a reformed German post, Deutsche
Post, whose postage is 66 cents, equivalent to our 33 cents, who re-
cently bought a $1 billion business in England, a logistics company,
at a time in which England couldn’t invest money like Deutsche
Post. I happen to have been with John Roberts, who is the head
of Royal Mail, and Klaus Zumwinkel, who is the head of the Ger-
man Post.

As a result of that investment in England by the German Post,
Parliament gave Royal Mail the right, almost immediately, to do
similar kinds of investments. And they bought the third largest
package delivery outfit, “they” being Royal Mail, in Germany. This
commercialization of posts around the world is changing the entire
environment.

The United States private sector package delivery outfits, who
have been in Europe and around the world for a long time, are sud-
denly seeing, and rightfully so, these postal entities as being very
strong competitors. Very strong competitors. Now, these postal en-
tities around the world are now focused on each other. A little bit
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of chest beating is going on in Europe. But within 3 years, I predict
they will be focused on the United States.

They are going to be focused because this is the mother lode of
market opportunity. They will come over here, they will be private,
they will be highly capitalized, and they will be in the marketplace
competing. So as a consequence of this, our current U.S. competi-
tors are leery of freeing a postal service commercially. They are
leery because of the model they have seen. They have seen postal
services around the world become very competitive.

But I say to you today that it’s just as important for the Postal
Service to be reformed to save universal service. That universal
service, regularly scheduled delivery and collection throughout the
United States, is just as important today, if not more important
than it was 5 years ago. And the forces that you observed 4 years
ago in the submission of this legislation, that is the electronic ero-
sion of mail.

Five billion dollars are in the mail stream in the form of pay-
ments. Another $10 billion are associated with those payments.
And there is no question that bill payment has some momentum
to move electronically. That hardwired infrastructure of universal
service would take a big hit from a pricing point of view, if that
$15 billion were allowed to go away without some market improve-
ment, some allowance for the Postal Service to be more competi-
tive.

So when we view H.R. 22, we desperately think that to salvage
the organization of the U.S. Postal Service, to keep it viable as an
entity in America, that some commercialization of the Postal Serv-
ice should occur. So we welcomed H.R. 22, and we submitted some
30 amendments, that Mary and her team drafted, to make H.R. 22
as useable as possible, as workable and as manageable as possible
so that this entity would stay viable.

It is very important, as it was 5 years ago, to have a healthy U.S.
Postal Service. I thank you Mr. Chairman for inviting us, and that
concludes my comments.

[The prepared statement of Mr. Henderson follows:]
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STATEMENT OF POSTMASTER GENERAL WILLIAM J. HENDERSON
ONH.R. 22 ’
BEFORE THE SUBCOMMITTEE ON THE POSTAL SERVICE
COMMITTEE ON GOVERNMENT REFORM
HOUSE OF REPRESENTATIVES

FEBRUARY 11, 1999

Good morning.

Mr. Chairman, you have entitled H.R. 22 "A bill to modemize the postal
laws of the United States." Postal modernization is important for a number of,
reasons, which I'd like to discuss today. This will underline where the Postal
Service is coming from on this legislation, and why we are so serious about
pursuing postal reform at this time.

First, the Postai Service matters. That's why ali of us in this room are

here--
« the nation's largest customer base, and its largest civilian labor force
® over 765,000 career employees
« serving ali of America, more than 130 miilion households and
businesses daily
» delivering, on average, 630 million pieces of mail every day
s about 41 percent of all the mail volume in the world.
America's business -- much of it, obviously -- is in the mails. Our
generation of Americans has inherited the best postal system in the worid. Mail is

a central part of the national infrastructure on which the U.S. economy's giobal
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competitive advantage is based, heading into the twenty-first century -- which
leads to the second point:

The new century will absolutely require competitively superior methods
and results from postal systems everywhere. This is inevitable. The pace of
technology, the globalization of markets, the supremacy of the consumer - all
demand it. Keep up or stand aside - those are the alternatives in ail phases of
the economy, including ours.

The more forward-looking postal administrations around the globe are
aggressively restructuring. They are getting ready to prove they can perform to
private sector, market-driven standards of efficiency and customer service. And
still cover their traditional social obligations for universal service, at the same
time.

In the United States we have the advantage of the strongest revenue
base plus a good start under the structures put in place by the Postal
Reorganization Act. We may have the lead in embracing the benefits of
technology, and customer-driven methods such as work-sharing. Our challenge
is to find the right mix of forward-looking reforms so that twenty-first century
postal services will match twenty-first century expectations. We must accomplish
this in a manner consistent with the values and traditions of this country.

H.R. 22 is the mark of your efforts, Mr. Chairman, to move the postal
community toward an acceptable, modern package of reforms. The diversity of
interests involved in postal issues makes it impossible to get the perfect outcome

from any of our perspectives. But our common stake in this system bonds us
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together in the need to make prbgress. Even our competitors all depend on
regular mail service.

H.R. 22 offers a framework for building a coherent and usefui reform
package to start the next century. The directions taken in the bill may not be the
only way to pursue reform, or the end point where the Postal Service will need to
be some years from now. But we think the bill's principle elements can provide a
basis for positive, sensible reform.

* A price cap feature, along with baskets, indexing, productivity offsets, and
incentive-based compensation, has the potential for improving efficiency and
providing our customers more predictabiiity for their postage costs.

o Some maodest additional pricing flexibility shouid increase opportunities for
our customers, by improving our responsiveness to market conditions.

e Transparency in the costs and financing of competitive service offerings
should provide public reassurance that these services will avoid cross-subsidies
and make a reasonable contribution to institutional costs. Our competitors and
our customers are entitied to this protection.

e Universal service requirements would be retained, assuring that all of
America will continue to have good access to postal services, with some further
study and definition.

The bill would radically alter the way the Postal Service has been financed
-- in recent years with considerable success. Some say the legislation gives the
Postal Service too much: too much freedom, too much flexibility, too much

comfort. As | see it, this view misses the point. The object of a price cap is o
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eliminate cost-of-service ratemaking. For the first time, there would be no legal
guarantee that the Postal Service can meet its costs and pay its bills by raising
rates. Financial success will depend on performance. In an economy where high
tech now drives advances in productivity, can a labor-intensive delivery servfce
keep up? 1think we have to. The concept of the bill adds only some very
circumscribed pricing and testing flexibility, to help the Postal Service respond to
the market, and where our services are competitive, to allow us to compete fairly.
Why give up a financing structure that still works pretty well? Because like
everybody else, the Postal Service has to learn to be more efficient, more
nimble, more customer-focused, more market-driven in the years ahead. But
before we abandon a ratemaking system that is getting the bills paid, in order to
try something more challenging, let's make the new structure as fair and as
realistic as we can. A postal system that atters to America depends on it.
Going back to last year, the Posfal Service has shared several specific
areas of concern where we are convinced progress remains to be made for the
core elements of H.R. 22 to fulfill their promise in a workable and realistic form.
We have circulated a number of specific amendments for the consideration of
the postal community and the Subcommitiee.
¢ The central division of postal services into competitive and noncompetitive
categories, and the rules that apply need to be more pragmatic. Pricing
structures should be able to reflect the changing demands of the marketplace,
while affording protection both for competition and for customers. We would

restructure the division of products for more balance. We would accept the
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artificial equal cost coverage rulé with some clarification, as a starting point for a
transitional period.

» During the transitional period the Postal Service would develop, and with
approval of the Postal Rate Commission would implement a process for
separating the costs, revenues, and financing of competitive products from those
of noncompetitive products,

+ We can accept the concept of a corporation to provide additional separation
for nonpostal activities. This could be a test vehicle for future reforms, provided
the corporation has reasonable access to sufficient funding.

» The basket and rate band provisions associated with the price cap forthe
noncompetitive category should respect traditional protections for particular
types of mail. At the same time, drawing on experience in other regulatory
systems, the process should promote efficiency through a moderate amount of
pricing flexibility around the rates for commercial mail, Negotiated Service
Agreements should have workable boundaries so that they will provide
incentives for productivity.

¢ The bill should strike a balance between a reasonable regulatory role for the
Postal Regulatory Commission, and an appropriate management role for the
Postal Service Board of Directors. We respect the Commission's need for
increased authority in some areas, commensurate with its responsibility to
monitor proper function of the price cap on the noncomipetitive side of the house,
and to protect against cross subsidy. For the legislation to deliver the internal

incentives for efficiency and productivity which it strives to instill, it must also
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assure that the Board has the roc;m 10 manage the Postal Service and to
structure its competitive product offerings.

The Postal Service has sought to engage with all interested parties -- our
employees, mail users, competitors, and with the Subcommittee's staff - to
explain our concerns and proposals and to search for common ground. The
Postal Reorganization Act has achieved notable success over nearly a 30-year
period, by and large, becauss of the broad consensus that developed around the
directions of the reforms undertaken by that Act. A reorientation of the Postal
Service to a higher level of expectation in terms of efficiency, market orientation,
and competitiveness, will not be comfortable -- as I've said -- or easy. Substantial
agreement within the postal community about what should be achieved by
reform, and how to go about it, is essential to reach the progress that is needed,
in my opinion. While discussions so far have been useful, more remains to be
done to reach the level of consensus that seems required.

Mr. Chairman, the Postal Service is committed to see this reform effort
through. We will assist the Subcommitiee and work with all of the stakeholders
in every way we can to complete this work. For the twenty-first century, no less

than before, America deserves the best postal services in the world.
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Mr. McHUGH. I thank you for your comments. As those who have
read your testimony understand, as I do, you have, I think, a very
interesting and very studied perspective on this. But I do think it’s
important to place a couple of things onto the record and to clarify
where possible, and where I certainly think it’s necessary.

I've spent, as my grey hair will attest, quite a few years of my
adult life in the business of politics in dealing with people writing
down your words and reporting them at a later time. I always be-
lieve what I read, but I am always willing to learn more than what
I've read. But there was a recent article that quoted the following:

Major mailers active in postal reform efforts are beginning to
suspect that the Postal Service wants to kill H.R. 22. The mailers
point to the latest batch of Postal Service proposed amendments.
And when the Senior V.P. of Legislative Affairs told the MTAC
meeting, These amendments are “do or die” for the USPS. Well, it
had people thinking “die,” as in die on the vein—“vein” a little
Freudian slip there—“die on the vine.”

Some attendants who were confused by the comments followed
up with phone calls to Legislative Affairs staffers. That’s right,
they were told, without the USPS proposed amendments, H.R. 22
is not helpful to the Postal Service, end quote. And it then goes on
to point out that not all stakeholders are convinced of this line of
reasoning, the debate about the amendments, et cetera.

So I want to make it very clear here today, one way or another,
is it your and the Postal Service’s intent to kill this effort or are
you supportive of this effort as we are currently under way? And,
as a part of that, are we to understand that your position is that,
without all of the amendments that you have submitted, H.R. 22
is not helpful?

Mr. HENDERSON. Well, let me make sure that there is no ambi-
guity. We are absolutely, positively not out to kill H.R. 22. And,
second, as Chairman Burton said, this is work in progress. We un-
derstand that. And just as you wouldn’t draw a line in the sand
and say “do or die,” we absolutely are not going to do that. We've
submitted amendments that we think makes the bill manageable
from a Postal point of view. But absolutely it’s not a do or die situ-
ation.

Mr. McHUGH. Good. The record shall so state. You mentioned
the amendments. The amendments, as you are aware, have caused
a great deal of controversy. Without trying to read too much into
the fact that the vast majority of controversy we have become
aware of is in opposition to the amendments, that’s not surprising.
People rarely call you up and tell you you are doing a good job.
They like to tell you just the opposite.

But I'd like to spend a few moments, before I begin to yield to
the other members, and having you present, with an opportunity
to go onto the record as to why you think some of these amend-
ments are important and in what way they might work. For exam-
ple, one of your amendments proposes to move just about all prod-
ucts outside the statutory monopoly to the competitive category.

The concern is, to many mailers and policymakers, that the Post-
al Service, for many of these products and services, is the only hard
copy provider. If not in law, certainly in reality. So, in other words,
even in the absence of a statutory monopoly, the Postal Service
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really does hold what they view to be dominant market power over
those customers, newspapers, magazines, those kinds of deliveries,
and such.

The bill, as it currently stands, establishes a market dominance,
a fact test for the regulatory criteria for assigning products to ei-
ther non-competitive or competitive. But in your amendments you
change that. The question that it presents, and the concerns we’ve
heard, is simply why should the determination of whether the Post-
al Service product be competitive or non-competitive come from the
Service’s own regulatory definition of a letter rather than from
some objective fact of the marketplace?

Mr. HENDERSON. Go ahead, Mary.

Ms. ELcANO. What our difference in the amendments versus H.R.
22 is that the products we move over from the non-competitive to
the competitive are international, heavy First Class Mail, proxy
statements, if you will, something like that, and some of the special
services. And what’s there already is priority mail, express mail,
parcels, you know, et cetera. So our view is to move over those
products which are positioned where there is competition emerging
or constant competition, is consistent with having express mail, pri-
ority mail, parcels. The other rationale for that is in reference to
the equivalent contribution test that comes into the competitive
area, that there is some need to have a balance against that which
we consider a very serious and a very strong condition for competi-
tion. To move those products over there make it more into a situa-
tion where we think the Postal Service can better survive and bet-
ter compete, as well as meet the obligation for universal service.

Mr. McHUGH. I understand. I don’t have an objection with the
intent. Clearly, the outcome of the provisions of H.R. 22 are to
make those kinds of determinations. Where they exist, by a for-
mula, a market test, rather, those move over. But concerns of some
people are that, and you used international mail being placed in
the competitive category, now there is no statutory protection, I'll
grant you, of a monopoly for the Postal Service. But I think you’d
agree, and if you don’t, please say so, that on market dominance
there is no alternative for international mail, single mail piece. I
mean you're

Ms. Ercano. Well, I would have agreed with you up until re-
cently. We recently concluded—are in the process of some litigation
with a particular mailer. As part of some discovery in that case,
there was evidence that, in fact, they are doing some single piece
mail in international. So I think it’s not a non-competitive area. It
is with competition, in other words, is what I'm saying.

Mr. McHuUGH. Well, you've got a court case trying to determine
that, but a single court case. I don’t want to argue this ad nauseam
but the fact of the matter is, in spite of your recent single example
where you've got a court case, the overwhelming evidence is you
have a market dominance in that field. But the point being the con-
cern that many have and that is, why should the Postal Service
through its own discretion be the determinate factor here? Why not
allow the current formula under H.R. 22 to prevail? And you've
made your points. If you’d like to expand on them?

Ms. ELcANO. The last piece would be just the general policy over-
view on that. And that is, to the extent that something is not high-
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ly regulated today, we wanted to preserve that status quo and not
move it into a more highly regulated area, so we conceptually left
international into the competitive area. But I think you've
expressed

Mr. HENDERSON. I might add, Mr. Chairman, from a practical
point of view, single piece international is a dying creature. There
is a huge amount of erosion in that today electronically. And in a
few years that will be a rarity, except for packages, which is highly
competitive.

Mr. McHUGH. So the amendment is a dying amendment, that’s
my interpretation. These are highly technical, and I want to submit
a number of these for the record. I want to ask one more and then
I will move to my colleagues. Then if we have some time, perhaps
I can ask more questions.

But one of the main objectives of H.R. 22, and one of the main
justifications with respect to price capping and banding and dra-
matically altering the PRC’s oversight role with respect to the set-
ting of the price of postage, is to provide predictability to your cus-
tomers and, also, I would argue, to provide more affordability. Not
that you’ve been unaffordable, but to suggest to them that under
this new system you’d be more insulated than you are today from
the possibility of large, perhaps unaffordable rate increases. Would
you agree with that?

Mr. HENDERSON. Well, the amendments that we propose, where
we have bands and baskets, would allow us the kind of balance be-
tween flexibility and predictability. And we think that we can live
with the amendments, the five baskets versus the four, the adding
of the non-profits, and the protections of Aunt Minnie in basket
one, we think that we can operate within those. And one of the im-
portant principles of that structure is being able to average the
rates within the baskets so that you have some flexibility within
those bands.

It’s one of the difficulties of the bill and what we tried to think
through when I discussed with Mary the philosophy of the amend-
ments, is to make sure that we can manage the Postal Service.
Make sure that we don’t come out with a re-regulated entity that’s
simply ineffective. And that’s a very important principle. And I
think you have to use your own management experience in trying
to interpret this. It’s a difficult task.

It’s a very complex bill and your staff has been very cooperative.
But it is a very complex subject to try to figure out when it’s said
anl(li‘? done and the bill is in concrete. You know, will the car still
roll?

Mr. McHUGH. And I appreciate that. Again, we're trying to, our-
selves, reach that balance where we provide the Postal Service with
our stated objective of the kind of flexibility that you, in all likeli-
hood, need to continue to compete but, as the chairman and others
have suggested, at the same time ensuring that you compete fairly
Whﬁre that is possible. And that there are consumer benefits as
well.

One of the concerns we've heard with respect to another of the
amendments, and you spoke to it, is that under your proposal that
you have what you describe as flexibility, but they would describe
as a considerable amount 